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The 


Trumps in air travel 


Gracious modern living reaches a 
climax in Bocing’s great new Strato- 
cruisers. Never before have passengers 
enjoyed such complete comfort in the 
air—or such distance-devouring speed. 
In the time it takes to play a rubber of 
bridge, whole states flash below! 

The entire interior of the two- 
deck Stratocruiser is air and aititude 
conditioned. Fresh air circulates unde 
constant tempcrature control. Com- 
fortable, normal atmosphcric pressure 


even at 25,000 feet; complete comfort 
during climb and descent. 

Bocing introduced the first pressur- 
ized airlincr—the Stratoliner—in 1938. 
During the war the B-29 Superfortress 
was thé only military aircraft similarly 
conditioned for crew comfort and well- 
being. From this background Boeing 
will soon bring you—in the Strato- 
cruiser —altitude-conditioned air-travel 
comfort and pleasure unparalleled by 
any other transport. 


For airline operators, the Stratocruiser, because of its utility and 


advanced design, offers maximum earning capacity—lowest operating cost. For their passengers— 





a Hah PE: 


High in a comfortable sky—a bridge game in the Boeing Stratocruiser’s main cabin 


Stratocruiser—fastest, finest transport in the ait 








greater speed, comfort, reliability. “Built by Boeing,’’ it’s built to lead. 
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WHEN WILL IT RAIN? 


The steelworker, the lumberjack, the stenog- 
rapher, the salesman, the school teacher, all 
try to put a little money aside regularly. 


Why? 
For the rainy day. 


If there were no emergencies in life, there 
would be no real need for any savings. 


Business sets aside money for emergencies, too. 
That “stocking” is usually known as a surplus. 


It might better be called insurance. 


For some day, as sure as the sun is out now, 
it is going to rain. 

Some day, employees, investors and the public 
are going to be glad that management put 
aside a surplus to tide things over. 


Neither the men and women in industry nor 
the money in industry can be effective with- 
out good management. Nothing else is so im- 
portant to the worker’s welfare, the investor’s 
welfare, or the public welfare. 


N.W. AYER & SON, Ine. 


Philadelphia, New York, Chicago, Detroit, San Francisco 
Hollywood, Boston, Honolulu, London 























Army-Navy developments: 

Uniforms for Army officers and enlisted 
men are to be the same after June 30, 
1948, the War Department announced. 
They will consist of hattle jackets and 
trousers of the olive-c e now worn 
by enlisted men. A b Ssuniform, to 
be the same for all ratks and grades, is 
in contemplation. 

All fathers, except volunteers, are to be 
released from the Army by early Septem- 
ber if the present draft law is extended, 
General of the Army Dwight D. Eisen- 
hower said. 

Officer volunteers for the Regular Army 
totaled 107,668, more than enough for 
peacetime needs. Of the total, 58,429 are 
for the Air Forces, 26,723 for the Service 
Forces and 22,516 are for the Ground 
Forces. 

Enlisted volunteering for the peacetime 
Army reached a total of 650,000, and was 
expected to rise to 800,000 by June 30. 
The Army said the outlook after that date 
was for 20,000 monthly, not enough to pro- 
vide full replacement for overseas troops 
in the coming year. 

Naval discharges for the week totaled 
54,358 men and women, bringing the ag- 
gregate since the end of hostilities to 
1,923,886. Enlistments and re-enlistments 
for the same period were 178,614. The 
Army discontinued its practice of issuing 
weekly figures on discharges. 








Crop prospects. Bright prospects for 


another bumper crop eased official fears 


that food rationing might have to be 
remstated to provide sufficient quantities 
of food for overseas relief. A survey by the 
Department of Agriculture showed that 
farmers plan to plant 357,250,000 acres 
this year, as compared with 357,000,000 


last year and an average of 355,000,000 - 


for the last ten years. 


The March of the News 





Total production of wheat, the crop 
most important in the relief-food situation, 
was estimated at 1,007,000,000 bushels, a 
little less than last year’s record output, 
but greater than the goals originally fixed 
for 1946. Other crops expected to exceed 
goals include oats, peanuts, tobacco and 
rice. Crops that the survey indicates will 
fall somewhat short of goals include corn, 
hay, sorghums, barley, soybeans, flax, 
white and sweet potatoes, sugar beets and 
dry beans and peas. 


Prices. Paul Porter, head of the Office 
of Price Administration, announced that 
because of higher material and labor costs, 
a number of price ceilings would have to 
be adjusted upward. However, he said, 
rents, food and clothing prices and the 
basic cost of living would be left at or 
near present levels. 


Chemicals. Continued high demand for 
plastics, fertilizers, DDT and other chemi- 
cal products was reported by the Com- 
merce Department, which said the chem- 
ical industry in general was able to fill 
orders. Production is approaching former 
peak levels, and plant facilities are being 
fully utilized except when labor difficulties 
prevent. 


Veterans’ jobs. Veterans showed an in- 
creasing inclination to return to their pre- 
war jobs. An Army survey showed that 50 
per cent of those currently discharged 
planned to go back to their former civilian 
positions, as compared with 30 per cent 
last August. A breakdown showed that 60 
per cent of former professional and man- 
agerial personnel are turning to their old 
positions. Among farm workers, 56 per 
cent are seeking their old jobs. Only un- 
skilled workers showed a decrease from the 
previous survey. 
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etter Irucks 


“Nothing Compares 
with Ford Trucks!’ 


Ford Trucks are especially popular 
in food products hauling . . . because 
the famous 100 HP Ford V-8 Truck 
engine offers very special advan- 
tages in this service. Its high torque 
reaches its maximum, and_ holds 
close to it, through the normal high- 
way speed range. That means any 
one of three benefits: more payload, 
higher speed with the same payload, 
or extra reserve pulling power for 
the tough grades or for quicker 
acceleration. This is a V-8 advan- 
tage, not to be expected of engines 
of equal size but fewer cylinders. 


Operators like it. Mr. O. H. Heath, 
Dept. Supt., Florida Citrus Canners 
Cooperative, Lake Wales, Fla., 
writes: 

“‘We have used Ford Trucks, for their 
power, for over twelve years, in all 
types of service—single trucks and 
tractor-semi-trailer jobs. We _ believe 
nothing compares with them, and 
intend to add new Fords to our fleet, 
when and where necessary.” 

New Ford Trucks are available now 
—better, thriftier, longer-lived. Let 
your Ford Dealer explain the many 
new engineering features. 


for YOUR 
Business 





ADVANCED ENGINEERING 
IN NEW FORD TRUCKS 


More Economy and Endurance 
Easier Servicing 


A STILL GREATER 100 HP V-8 ENGINE with 
NEW Ford steel-cored Silvaloy rod bearings, 
more enduring than ever in severe service @ 
NEW aluminum alloy cam-ground 4-ring 
pistons for oil economy « BIGGER, more 
efficient oil pump and IMPROVED rear bear- 
ing oil seal ¢ NEW longer-lived valve springs 
e NEW improvements in cooling « NEW 


ici, 23, be ai, 





y in igni e in cor ein 
lubrication « in ease and economy of serv- 
icing operati e And ilable in all truck 





chassis except C.O.E. units—the rugged, 
thrifty 90 HP FORD SIX-CYLINDER ENGINE, 
with many important advancements. 


FORD CHASSIS ADVANTAGES: Easy acces- 
sibility for low-cost maintenance « Universal 
service facilities « Tough, forged front 
axles e Extra-sturdy rear axles with pinion 
straddle-mounted on 3 large roller bearings, 
¥Y-floating type in light duty _ units, full- 
floating in all others « 3 axle ratios available 
(2 in 1-ton unit) ¢ 2-speed axie available in 
heavy duty units at extra cost * Powerful 
hydraulic brakes, large drums, cast braking 
surfaces « Rugged 4-speed transmission with 
NEW internal reverse lock optional at extra 
cost on light duty units, standard on all others. 

















FORD TRUCKS 


MORE FORD TRUCKS ON THE ROAD « ON MORE JOBS e FOR MORE GOOD REASONS 
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Maybe it’s a job 
for 


Patapar'! 


Searching for a material to do an un- 
usual job? What about paper? “Can’t be 
done with paper,” did you say? Wait— 
here’s an idea: Put your problem up to 
Patapar* Vegetable Parchment. This 
paper is unique. Time and again it has 
come up with the answer to difficult prob- 
lems—in all sorts of fields. 

Maybe your problem is a job for 
Patapar. 


Boil-proof 
grease-resisting 


Patapar has qualities you’d never expect 
to find in paper. It can be soaked in water 
—hboiled—frozen—and remain strong. It 
has power to resist the penetration of 
grease, fats, oils. It is odorless. Tasteless. 
Its texture is rich looking and distinc- 
tive—takes printing beautifully. Our 
plants are completely equipped for print- 
ing Patapar by letterpress or offset 
lithography. 


179 different types 


...thousands of uses 


Patapar is made in 179 different types to 
meet a countless variety of situations. 
There are types with varying degrees of 
wet-strength, grease-proofness, translu- 
cency, airtightness and many other char- 
acteristics. Just which type of Patapar 
we might recommend to you depends 
upon your needs. 

Some typical Patapar uses: food wrap- 
pers, milk bottle hoods, pie doilies, vita- 
min capsule trays, deep freeze wraps, 
lampshades, liners for motor oil con- 
tainers, replacement material for oiled 
silk, auto accessory wraps. 

For more information about Patapar 
and its many applications, write on your 
business letterhead for bookiet U. 

*Reg. U. S. Pat. Off. 


Paterson Parchment Paper Company 
Bristol, Pennsylvania 
West Coast Plant: 340 Bryant St., San Francisco 7 
Branch Offices: New York, Chicago 
Headquarters for Vegetable Parchment since 1885 
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What you as a businessman CAN and CANNOT do 


as a result of federal court 


YOU CAN get priorities assistance to 
obtain scarce materials needed for mak- 
ing prefabricated houses. The Civilian 
Production Administration revises its pri- 
orities regulations in a move to increase 
production of prefabricated housing. 


* * * 


YOU CANNOT fail to pay an income 
tax on payments made to you in the form 
of checks under a retirement plan, even 
though you do not cash the checks. A 
circuit court of appeals rules that the 
proceeds of such checks had been con- 
structively received by a taxpayer who 
neither cashed nor returned the checks. 


* * * 


YOU CAN disregard all price controls 
over parts that you manufacture for use 
as original equipment in trucks and other 
commercial vehicles. These controls are 
suspended by the Office of Price Admin- 
istration. Repair and replacement parts 
still remain under price control. A more 
liberal procedure is provided, however, for 
producers of auto repair parts in applying 
for price relief. 


* * * 


YOU CANNOT fail to include a regular- 
ly paid bonus as part of your employes’ 
basic rate of pay when figuring their over- 
time compensation under the Fair Labor 
Standards Act. A circuit court of appeals 
holds that such bonuses constitute part of 
the regular pay rate, even though the em- 
ployer is not required by contract to pay 
the bonuses. 


* * * 


YOU CANNOT export without restric- 
tions certain steel products that are badly 
needed for the domestic housing program. 
Limitations are placed by the Department 
of Commerce’s Office of International 
Trade on exports: of structural iron and 
steel buildings, metal window frames, roof 
ventilators, etc. Individual licenses are 
required to export items valued at more 
than $100. 


p * %+ 


YOU CAN take an income tax deduc- 
tion for traveling expenses to get medical 
care for your minor child. The Bureau of 
Internal Revenue rules that these expendi- 
tures are deductible as medical expenses. 
The travel costs, including meals and Jodg- 
ing, can be for both a parent and the child 


and administrative decisions: 


when it is necessary for the parent to ac- 
company the child to the place of treat- 
ment. 


* * * 


YOU CAN sometimes give your em- 
ployes an increase in pay without getting 
prior approval and still use this later as a 
basis for seeking price adjustments. You 
must, however, file a notice within 30 
days stating that you have no present in- 
tention of asking for an increase in price 
ceilings on the basis of this higher labor 
cost. This notice goes to the appropriate 
wage or salary stabilization agency, rather 
than to OPA. Employers in the building 
and construction industry still must get 
advance approval of wage increases. 


* * * 


YOU CAN sometimes get a second ad- 
justment of your ceiling prices if your first 
adjustment under OPA’s reconversion 
pricing regulations for manufacturers 
proves unsatisfactory. Under an amend- 
ment, a reconverting manufacturer can 
seek further price relief if he is suffering 
hardship after three months’ operation 
under the adjusted prices. 


* * * 


YOU CANNOT count on receiving as 
much lead in the second quarter of this 
year as during the current quarter. Sharp 
cuts are announced by CPA in second- 
quarter allotments of lead for several 
groups of users. Those affected include pro- 
ducers of lead chemicals, tetraethyl lead, 
collapsible tubes and _ batteries. 


* * * 


YOU CANNOT expect to avoid paying 
income tax on a cash “present” received 
from your company. A circuit court of ap- 
peals upholds the ruling of the U.S. Tax 
Court that a cash wedding present from a 
corporation to one of its officers was not a 
“oift,” but represented additional compen- 
sation. 


* * * 


YOU CAN make relief shipments to any 
destinations, except Germany and Japan, 
without an individual export license if you 
represent a private agency registered with 
the War Relief Control Board. The Office 
of International Trade points out, how- 
ever, that certain items, including scarce 
foods and articles, cannot be exported at 
this time. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. Tae UNtTEp States 
News, on written request, will refer interested readers to sources of this basic material. 
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Boss Over a Giant 


A coal miner is one man without 
whom the rest of us just couldn’t 
get along—and stay civilized. 
He’s the first link in the chain 
that brings us heat and light and 
the power to produce more things. 
His job isa big job. But he hasa 
giant’s strength at his command 
...a giant with muscles of rub- 
ber...engineered rubber... which 
merely means rubber 
adapted to mechanical pur- 
poses by “U.S.” chemists, 
engineers and scientists. 





Teamed with other materials, 
this engineered rubber provides 
moving highways — conveyor 
belts that take the coal from 
far underground to the surface 
swiftly...from mine to tipple to 
railway. 

No other material is so useful 
to the miner in so many ways as 
engineered rubber ...in insula- 
tion for electrical wiring, 
in suction hose, and pipe 
linings that resist corro- 
sion. 


Serving Through Science 

















Engineering Team- 
Work between the 
Mine Engineer, 
Equipment Engineer 
and Rubber Beiting 
Engineer is the 
Successful Formule 
for Low Cost 





Conveyor Haulage. 








Serving through Science—the 





aim of all Engineered Rubber — 





means serving the man who 





serves you...the man on the job. 





Listen to “Science Looks Forward” — new series 
of talks by the great scientists of America — on 
the Philharmonic-Symphony Program. CBS 
network, Sunday afternoon, 3:00 to 4:30E.S.T. 
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Never Underestimate the Power of a Woman! 











Nor the power of the magazine that 
attracts more women than 


any other magazine in the world. 
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Things are going to look up a bit before long, are to give grounds for a 
measure of optimism to take the place of the pessimism now so widespread. 

Russia, as expected, is in no mood or condition to pick a fight. 

The strike fever is subsiding gradually for this year. A coal strike will 
be unsettling when, and if, it comes, but that cannot be a long strike. 

Production is about to swing into high gear after months of lagging. 

Wage-price policy is becoming pretty well set for 1946, with wages rising 
ahead of and higher than prices. Profits are being squeezed as a result. 

Prices are rising at a rate that will amount to about 12 per cent over all, 
if continued through 1946. Extreme price inflation, however, stands a chance of 
being confined to real estate and securities. Goods-price inflation is a 
diminishing prospect as industry moves into a period of rising production. 

The boom in production now getting started is likely to be something for 
the world to marvel at in months ahead, once the price rules are firmly fixed. 








A timetable of the production boom to come suggests this..... 

In last half, 1946, shortages of nearly everything will continue, despite a 
sharply rising output of the things that the public most wants. 

In 1947, barring prolonged new strikes, supply will overtake demand in just 
about everything except automobiles and houses. Food surpluses and clothing 
surpluses probably will begin to appear. Upward pressure on prices will decline. 

In 1948, industry should be able to fill all demands except for houses. 
That year is likely to see surpluses appearing in a wide variety of products, 
with loans abroad to finance exports becoming strongly supported as a means of 
avoiding cutbacks in industry and a return of sizable unemployment. 

U.S. industry soon will be geared to produce goods for civilian use on a 
scale double or nearly double that of prewar. It is doubtful if production will 
reach that high, but it will be high enough to raise American standards of 
living during and after 1947 to levels above any known in the past. 





OY i 

Building-industry revival is slowed by Government indecision. L r 

Inflation in building costs, already great, is growing. 

A boom and a bust in this industry is going to become more likely if a way 
isn't found soon to get production going on a big scale on reasonable cost basis. 

Individuals, other than veterans, now must sit on the side lines watching 
costs rise while they cannot build. Many potential builders may be scared off. 

Building is a bad situation and Government policy isn't helping it any. 











Black markets are a growing 1946 problem, too. 

In some building materials, price ceilings are a joke. 

In beef, more and more of total supply is sold above ceilings. 

In butter, all kinds of methods are used to get around controls. Butter is 
being "custom made" from cream for the fancy-price field or by direct users. 

Black markets will thrive, regardless of OPA, until production grows. 

By 1947, most black markets will be forgotten as supplies rise. Industry's 
output, and not OPA rules, hold the answer to price-control problems. 





Written for the issue of March 29, 1946, Volume XX—No. 14 (over) 
THE UNITED STATES NEWS (No part of this or any other puse ee © +» I ueed without written permission) 
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_ country if it knows that it is to be blown up in return. 





NEWSGRAM--TOMORROW-- (Continued) 


As the situation is developing in world affairs..... 

A formal U.S.-British alliance is not a prospect. 

Russia almost certainly is to avoid a showdown in Big Three relations. 

United Nations Organization will survive the test it is to undergo over 
Iran; is to remain alive and with Russians keeping their membership. 

Appeasement of Russia, however, appears to be ending. 

War isn't, and has not been, an early threat despite Russian actions in the 
Middle East and in Manchuria. Russia will pull back short of moves that would 
precipitate a fight for which the Russians are not prepared. 








U.S. would fight Russia on these conditions, probably not otherwise: 

If Russia insists on bases and outlets from Norway on or in the Atlantic. 
This country is not ready to see Britain outflanked on any conditions. 

If Russia insists on pressing westward from her zone in Europe. 

If Russia tries to do what Japan tried to do in the Far East. 

It seems highly improbable that the Russians wotld move aggressively into 
areas that U.S. considers vital. Russia has too many internal problems of her 
own. She still is hoping for U.S. loans with which to buy U.S. equipment. She 
has a problem of keeping her own people in line at a time when they want to 
do a little enjoying of life. 

You get a story on page 15 telling something of life in Russia now. 





Atomic-energy secrets are not to be shared with Russia, or with UNO. 

Bernard Baruch's prospect of finding a basis for UNO control of atomic 
energy is not bright; is related to Russia's willingness, for example, to open 
her borders and her industry to free-ranging inspection by outsiders. 

Mr. Baruch will not favor sharing secrets without ironclad guarantees. 

Guarantees of the kind to be required are improbable. 

There is this point about future use of the atomic bomb..... 

Another nation may perfect a bomb and be able to: use it against U.S. 

But, while that nation. might succeed in blowing up a chunk of this country, 
it would be dead certain that U.S. could pay back in kind and with interest. 

That realization, more than anything else, might help to keep the peace. 

There isn't much percentage to be had from one country blowing up another 











Draft Act almost surely will be extended to November 15. 

Age for draftees is likely to remain 18 through 25. 

Length of service for new draftees is probably to be about 18 months. 

Men in service, after about September, will be in line for discharge after 
18 months of service, if present plans work out as intended. 

Volunteering will be made more attractive by special concessions. 

Congress is cool to the idea of a draft extension beyond May 15, but seems 
to have little choice in view of the fact that world affairs are in the shape 
that they are in. Russia's Josef Stalin is giving signs that Russia listens 
when U.S. is inclined to talk and act firmly, thereby adding to reasons why it 

















is being considered necessary 


Demobilization is not to 
for more occupation forces in 
Men once demobilized are 
Army size still is to go 
to 1,000,000 or fewer for the 
only 650,000, so that a draft 








to, retain the means for firm talking and acting. 


be slowed by world developments or by needs 
Germany and Japan. 

not to be called back except in rare cases. 

down to 1,500,000 by this year end and then down 
longer pull. Volunteers to date, however, number 
is needed to provide the scheduled forces. 


Henry L. Stimson's story of how war came is given in full starting on page 63. 
See also pages ll, 20, 22, 40. 


(No part of this or any other page may be reproduced without avritten permission) 
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THE PASSING OF THE HOUSE 
ON THE HILL 


You have watched this happen. You 
have guessed at—or understood—its 
meaning. 


Thelittle houses havecrowded their 
way up the hill. The mansion on the 
top which once commanded the view 
—as it once commanded the market 
places of America—has had to make 
way. The America ‘‘of the people, by 
the people, for the people’ has come 
of age. 

Today’s rate of profit has become 
so fantastically low, there can be no 
dividends, no high-level employment 
unless the wage earner millions buy 
as well as make the product of our 


incredible production machine. 


These millions are the real wealth 
of the nation. They have saved up 
and control more billions of dollars 
than all America saved up in 1918. 

But all the goods we must and can 
manufacture will not sell themselves. 
The time has come for your advertis- 
ing to blanket this audience—to drive 
hard, fast and steadily in this one all- 
important direction. 

To these millions, there is one 
magazine that has led the way for all 
others. True Story is far more than 
mere reading matter, entertainment 
or fascinating facts to America’s Wage 


Earner millions. To them, True Story 
is a member of the family—a counsel- 
lor, a friend who knows their lives, 
their hopes, their aspirations inti- 
mately. They know the voice of True 
Story and the language. It’s their own. 


Your advertising in True Story will 
not only raise your volume to new 
levels—it will help protect the produc- 
tion levels of the America we all want. 


FOR TWENTY-FIVE YEARS THE WAGE 
EARNERS’ FAVORITE MAGAZINE 


True STory 
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Profit-Making Power ror rairoaps 


Diesel locomotives, by making important con- 
tributions to faster, more frequent schedules, 
have proved their power to build traffic and 
good will for railroads. 


Fairbanks- Morse Diesel Locomotives will 
do more than help increase passenger and 
freight revenue. They will make a second 
contribution to railroad income by cutting 
operating costs. 


Fairbanks-Morse 


Additional savings will result from the 
simple design of the Fairbanks-Morse 
Opposed- Piston Diesel engine. Service and 
maintenance are minimized for around-the- 
clock availability. 


An added economy is the fact that 
Fairbanks - Morse Locomotives require fewer 
diesel engines and main generators, because 
each diesel develops 2000 horsepower. 


Diesel Locomotives «+ Diesel Engines 


Scales * Motors * Pumps ¢ Generators 





Magnetos « Stokers ¢ Railroad Motor 








A name worth remembering 





Cars and Standpipes ¢ Farm Equipment 
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BOOMS OF 1919 AND 1946: 
THE ADDED SAFEGUARDS TODAY 


Better Wage-Price Ratio and a Larger Capacity to Produce Goods 


Hopes of avoiding a collapse 
despite inflationary swelling 
in demand and money supply 


The big question confronting business- 
men and Government planners is whether 
the production boom that almost every- 
one sees coming is going to lead to a bust, 
or whether America is in for an extended 
period of prosperity. Right now, betting 
odds favor avoidance of a bust, but fore- 
casters are cautious in laying wagers. 

The answer to this question now is be- 
ing sought by Congress, which soon must 
decide the future of Government price 
controls. And, in seeking the answer, 
Congress has before it the specter of the 
inflation and collapse that followed the 
first World War. In that period, an 18- 
month boom in production was accom- 
panied by a wholesale-price rise of 23 per 
cent, which sent prices to 140 per cent 
above the prewar level. This was followed 
by a 12-month collapse, in which prices 
fell 42.5 per cent, causing business losses, 
farm foreclosures and unemployment. 

The pattern of events since war ended 
last August reveals striking surface simi- 
larities to the pattern that followed the 
armistice on Nov. 11, 1918. But also pres- 
ent are underlying influences that operate 
in the opposite direction. An analysis of 
all the pressures at work points to these 
conclusions: 

A production boom greater than the 
boom of 1919-20 appears definitely to be 
generating. The postwar slump failed to 
become as severe as expected, and volume 
of output now is higher than in any 
previous peacetime year. 

A collapse after this boom spends itself 
still is possible, but signs are strong that 
this collapse can be sidestepped if a run- 
away price rise is avoided. 

Prosperity for at least three to five 
years appears assured if the tendency of 
prices to increase can be held in check. 

The price problem, thus, holds the an- 
swer to the question of boom and bust. 
To reach that answer, an examination of 
influences for and against skyrocketing 
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prices is required. This examination un- 
covers the following pressure. 

Pressure for inflation is greater than 
in 1919 from buying power and from the 
demand of buyers for goods. 

The money supply increased far more 
during the recent war than during World 
War I. Currency and bank deposits rose 
62 per cent during the first war, while the 
rise neared 175 per cent in the second. 


against a 6624 per cent rise between 1914 
and 1919. Income payments, moreover. 
again are beginning to rise after a slump 
in January and February, and individuals 
are displaying a tendency to spend more 
of current earnings and save less, which 
again presses against prices. 

Demand for goods today also greatly 
exceeds the demand that followed the war 
of 1914-1918. The number of buyers is 
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HAND ON THE PRODUCTION SWITCH 
. -. could the collapse be sidestepped? 


Today, cash available for spending by 
business and individuals amounts to $175,- 
000,000,000, against $31,400,000,000 in 
1919. That’s almost six times as much 
cash—enough to send prices almost out 
of sight if heavy spending should develop. 

Liquid savings of individuals are esti- 
mated at $145,000.000,000, against $27,- 
000,000,000 after World War I. If individ- 
uals suddenly should cash savings bonds, 
draw out savings deposits, and spend 
cash for goods, the pressure for a sharp 
price rise could not be stemmed. 

National income payments jumped 
130 per cent during the recent war period, 


far greater than the present supply of 
automobiles, tires, electrical appliances 
and household goods, all of which were 
curtailed during the war. Supply cannot 
even keep pace with demand for food and 
clothing, although production in_ these 
fields already exceeds the wartime output 
available for the civilian population. 
These are all pressures that could gen- 
erate a price boom. But there are other 
influences at work that tend to offset the 
pressures for skyrocketing price rises that 
would lead to an eventual collapse. 
Factors at work that tend to offset 
the prospects of price boom and collapse 
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- are to be found in the current activities of 


individual buyers, businesses, and the Gov- 
ernment, and the trend that took place in 
prices during the war. 

Accumulated savings are being kept, 
for the most part. No rush to spend war- 
built reserves is developing. Fewer savings 
bonds are being redeemed than the Treas- 
ury expected, and savings deposits in 
banks are increasing. 

Inventory speculation is not yet de- 
veloping as it did in 1919. The armistice of 
1918 was followed by a scramble for raw 
materials and finished goods, accompanied 
by a similar scramble among consumers 
and a record rise in exports. This sudden 
demand, often inflated by dealer orders 
to several suppliers when only one ship- 
ment was wanted, touched off the price 
rise that led to the collapse. Now inven- 
tories are reported at low levels, and 
overbuying is not apparent. 

Deficit spending by the Government 
also has slackened faster than during the 
last war. Government deficits continued 
for 10 months after World War I, but, 
for the last two. months, receipts have ex- 
ceeded Treasury outlays. Prospects are for 
a balanced budget in the fiscal year that 
begins next July 1. Thus, Government 
spending, which was the original source 
of inflationary pressure in both wars, is 
having less effect now than after \the 
earlier conflict. 

Capacity to produce is the most im- 
portant factor safeguarding us from a rise 
and collapse in prices. Industrial capacity 
has vastly expanded since 1940, whereas 
the capacity had been increased only 
slightly above prewar levels by 1919. 
Thus, when industry is adjusted to peace- 
time-operations, a flood of consumer goods 
is in prospect. 

The demand for light goods—shoes, 
clothing, small electrical appliances—is 
expected to be met within 12 to 18 
months. In two years, the supply of fur- 
niture and heavier household appliances is 
likely to be adequate, and, in three years, 
the scarcity of automobiles is expected 
to end. 

A heavy demand for housing, however, 
is foreseen for a longer period, and the 
price trend in real estate reflects this 
shortage. A boom and bust in real estate 
prices actually appears more likely than 
in other prices, where the prospect of large 
production is itself a restraint on frantic 
buying. 

Wage-price relations provide another 
basic difference between conditions in 
1919 and 1946. In the earlier period, living 
costs advanced 129 per cent while weekly 
factory wages rose 117 per cent. Total in- 
come payments advanced only 6624 per 
cent. Buying power, thus, was unable to 
support the price level that prevailed 
when war ended, so the postwar spurt in 
prices made the adjustment more severe. 
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By 1946, weekly factory wages had 
jumped 75 per cent above prewar levels, 
while living costs, as officially computed, 
had been held to a 33 per cent price rise. 
Total income payments advanced 130 per 
cent. Prices, thus, are lagging behind earn- 
ings, indicating that a price increase of 
moderate proportions in the period imme- 
diately ahead need not lead to a subse- 
quent collapse. 

Government controls, finally, are prov- 
ing more effective today. Early in 1919, 
all controls over prices and distribution 
were scrapped, and, by March of that year, 
inflation was unrestrained. Today, price 
controls still are imposed, and some con- 
trols over distribution of scarce items are 
being retained. 

The prospect is that these controls will 
be continued in some form for another 
year. The Government also proposes to re- 
tain controls over exports, so that excessive 
demand from foreign buyers will not be 
added to the demand from within the 
country, as it was in 1919 and 1920. 

The short-term outlook, thus, points 
to relative price stability in a period of 


rapidly rising production. The basis for 
sharp price rises is likely to remain only 
during the period before volume produc- 
tion is reached. 

The long-term outlook indicates that 
pressures against rising prices will out- 
weigh the pressure for price increases. In- 
dustrial capacity now far exceeds that of 
any previous peacetime year, and output, 
even now, is estimated to be at a level 
that equals the output of 1941, the previ- 
ous record peacetime year. 

Domestic buying promises to absorb 
capacity output until the demand for 
goods deferred by war is filled. Indications 
now are that the greatest part of current 
demand can be filled by the end of 1948. 
Thereafter, the major problem is _ ex- 
pected to be finding markets for the 
products of the country’s factories, mines 
and farms. It is likely that, when that 
period comes, foreign markets will appeal 
favorably to U.S. producers as an outlet 
for this country’s capacity. 

That problem will be eased if a course is 
charted midway between boom and collapse 
in the months immediately ahead. 


THE UNITED STATES NEWS 
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COMING SHOWDOWN IN UNO: 
TEST FOR WORLD DIPLOMACY 


Actions Security Council Can Take to Avert Open Break Over Iran 


Moves Russia is expected to 
make in an effort to justify 
her policies in Middle East 


A practical lesson in modern world poli- 
tics now is being given for all to see. As 
part of the lesson, there is a showdown im- 
pending that involves the fate of the 
United Nations Organization itself, almost 
before that Organization has settled down 
in its new home in New York City. 

Up for decision is what to do with an 
issue raised by the little country of Iran. 
The Iranian Government, backed by Brit- 
ain and the United States, is charging that 
the Russian Army is in Iran in violation of 
an agreement to get out. The case is being 
brought before UNO’s top group—the 11- 
member Security Council. 

In the case of Iran are questions that go 
to the heart of what kind of postwar setup 
the world is to have—whether the Big 
Three powers are to work together or split 
apart, and whether disputes can be settled 
in an orderly and peaceful manner within 
the framework of a world organization. 

The double hazard. Officials recog- 
nize that, if UNO is to weather the pres- 
ent crisis, it must avoid two hazards, 
either of which could wreck it. First, as 
they see it, UNO must demonstrate its 
ability to settle the Iranian issue or else 
lose all its prestige right at the outset. 
Second, UNO must settle that issue in 
such a way that Russia accepts the deci- 
sion in good spirit, or else be prepared to 
lose Russia as a fully-functioning partner. 
If UNO fails on either count, officials hold, 
it will be doomed as an agency that is able 
to keep the world’s peace. 

Now Premier Stalin, as well as Presi- 
dent Truman, Secretary of State James F. 
Byrnes and Trygve Lie of Norway, UNO 
Secretary-General, is aware of these two 
dangers. The Soviet leader announced his 
faith in the new world organization be- 
fore the Iranian issue formally came up 
for consideration. That indicates an easier 
task both for Ambassador Hussein Ala, 
who will represent Iran, and for Ambas- 
sador Andrei Gromyko, who will speak 
for Russia before the Council. 

Possible steps that can be taken un- 
der the United Nations Charter in such 
cases, therefore, become highly significant. 

Once a case such as that of Iran has 
been laid before the Security Council, the 
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first question to be settled is whether it is 
a “situation” or a “dispute.” This is im- 
portant, because, under the voting rules 
for the Council, a member nation directly 
concerned can take part in all decisions if 
the case is only a “situation,” whereas that 
power is barred from taking part in deci- 
sions looking to “pacific settlement” if the 
case is a “dispute.” In other words, Rus- 
sia could use her veto at every stage if the 
Iran case were only a “situation,” whereas 
she would have no veto in certain in- 
stances if the case were a “dispute.” 

Peaceful settlement. In the efforts 
for pacific settlement, these moves are 
open to the Council: 

Calling on the parties to the dispute 
to seek a solution by negotiation. That 





step was taken by the Council several 
weeks ago when the case of Iran first came 
up at the meeting in London. The Iranian 
Premier, Ahmad Ghavam, went to Mos- 
cow for negotiations, but an agreement 
was not reached and the Iranian Govern- 
ment then laid the case once more before 
the Security Council. Formal reports as to 
the results of the negotiations now are to 
be made by the two parties. 

Investigation of the dispute, to deter- 
mine whether it is likely to “endanger the 
maintenance of international peace and 


security.” Under this provision, the Coun- 
cil can, if it so decides, send a commission 
to Iran, to look into the matter. 

Recommending of “appropriate pro- 
cedures or methods of adjustment.” In the 
present case, the Council, without waiting 
for the results of an investigation, may rec- 
ommend that Russia get her troops out at 
once and then may provide for mediation 
of the other points at issue. Such an ac- 
tion, U.S. officials point out, immediately 
would put Russia’s loyalty to UNO to an 
acid test. 

Outlining of terms of settlement. The 
Council, if it wishes, can recommend “such 
terms of settlement as it may consider ap- 
propriate.” For example, the Council, be- 
sides insisting that Russia get her troops 


—Acme 
UNO PRELIMINARY: PRESIDENT TRUMAN, SECRETARY BYRNES, MR. LIE 
. ». what would happen in New York City? 


out, may recommend what is to be done 
in Azerbaijan, the province in Northern 
Iran where an autonomous government 
has been set up, and what oil concessions, 
if any, Iran is to give Russia. However, it 
is not likely that the Council will recom- 
mend such definite terms until after it has 
completed an investigation. 

Whatever the Security Council may de- 
cide, both Russia and Iran, as members of 
the United Nations, are pledged to accept 
the decision. Their pledge was given when 
they ratified the Charter, which contains 
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or 


this article: “The members of the 
United Nations agree to accept and 
carry out the decisions of the Se- 
curity Council in accordance with 
the present Charter.” 

Russia’s veto power automati- 
cally bars any possibility of action 
against her by the Security Council 
beyond the moves for pacific settle- 
ment. If it were not for this veto 
power, the Council, under the Char- 
ter, could call on member nations of 
UNO to discipline Russia with sanc- 
tions short of force, such as the sev- 
erance of diplomatic relations or the 
interruption of trade relations and 
communications. A further step con- 
ceivably might be the use of military 
sanctions, but even if Russia did not 
have any right of veto, that step 
would be out of the question at this 
time, because UNO’s police force 
has not yet been set up. And, even 
when it is set up, it will be so much 
smaller than Russia’s own military 
forces that no one would think of re- 
lying on it to coerce Russia. 

Since these sanctions will not be possible 
under the Charter, Russia can make her 
own decision whether to abide by the rec- 
ommendation of the Council. If she refuses, 
and insists on keeping her Army in Iran, 
the situation may become very tense, and 








—Acme 
AMBASSADOR ALA 
... the situation: a crisis 


yet nothing further may be done. In that 
event, however, UNO will have been frus- 
trated in its first important test, and there- 
after will be regarded as a failure. 
Action outside UNO? Such an out- 
come would precipitate the question wheth- 
er the U.S. and Britain would lead the 
way in action outside the Charter. Secre- 
tary Byrnes, in his speech of February 28, 
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hinted at surmounting the veto in some 
fashion, when he said: “We must face the 
fact that to preserve the United Nations 
we cannot be indifferent—veto or no veto 
—to serious controversies between any of 
the great powers, because such controver- 
sies could affect the whole power relation- 
ship between all of the great powers.” 

If action outside the Charter were de- 
cided upon, the nations siding with U.S. 
and Britain could sever diplomatic rela- 
fions with Russia—a move that Russia 
might regard as little more than a formal- 
ity. Going further, they could interrupt 
trade and communications with Russia. 
That would isolate Russia, but she is 
probably best able, of all the nations, to 
function in spite of such isolation. Going 
still further, the nations trying to coerce 
Russia might use force. Then the questions 
would arise—when and where? Because of 
Russia’s military strength, use of force 
against her probably would necessitate 
carefully thought-out military plans and 
big-scale remobilization, even if this coun- 
try had the advantage of exclusive posses- 
sion of atomic bombs. 

Any such program appears quite unlike- 
ly to get U.S. backing, unless the Russian 
Army embarks on a definite campaign of 
aggression. Therefore, what is really at 
stake in the approaching showdown is 
whether Russia is to be a member of the 
family of nations in good standing or an 
outlaw nation determined to go her own 
way. 

Russia’s strategy in the Security 
Council is expected to consist partly of at- 
tempts to justify her course in Iran and 
partly of countermoves intended to put 
the Western powers on the defensive. In 
justification of her course in Iran, the Rus- 


sian press has been citing the Soviet- 
Iranian Treaty of 1921, under which 
Iran agreed not to give to other pow- 
ers the oil concessions Russia re- 
nounced at that time and also agreed 
to permit Russia to keep an army on 
Iranian soil if Iran were used as a 
base by hostile forces. Russia claims 
that Iran has violated that treaty. 
As countermoves against the West- 
ern powers, Russia may demand that 
the Security Council take up the 
cases of Spain, Greece and the Brit- 
ish-financed army of exiled Poles. In 
all those cases, Russia has contended 
that the world’s peace and security 
are menaced. 

Sharing the oil. In the mean- 
time, there is increasing discussion 
of a whole new approach to the Mid- 
dle East problem. British officials are 
said to be thinking of an interna- 
tional agency to apportion the oil re- 
sources of Iran among the various 
powers. Beyond this, there- are sug- 
gestions of some over-all agency to 
deal with oil and security questions 
affecting Russia, Britain and the United 
States throughout the Middle East. Other- 
wise, some officials believe, the Middle 
East will continually be the cockpit of 
the world, with rivalry intense and trouble 
always likely to break out. 








—Harris & Ewing 
AMBASSADOR GROMYKO 
... the solution: an acid test 


The overshadowing issue, however, 
is not merely what is to happen in Iran or 
the Middle East, but rather what is to 
happen in New York City. For if UNO 
fails to survive its first big test, the world 
will have lost its main hope of organized 
action to prevent another great war. That 
is why success for UNO in meeting that 
test is the U.S. Government’s main goal. 
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Labor-Union Setup in Russia: 


Workers’ Dependence on State 
CIO Group’s Finding of Disadvantages Compared With U.S. System 


No freedom to strike and 
emphasis on piecework as 
-actors in Communist plan 


Union members in Russia, under Com- 
munism, have fewer rights than union 
members in the United States, under capi- 
talism. A union in Russia does not enjoy 
the right to strike, a right freely exercised 
in the United States. The Russian worker 
cannot quit one job to take another, as a 
worker can in this country. He works in 
the particular plant to which he is as- 
signed by his Government. 

Most Russian workers are paid on a 
piecework basis, not at an hourly wage 
rate. Unlike the U.S. worker, the Russian 
has little choice of goods to buy with in- 
come earned. The choice between guns and 
hutter as the goal of industry’s production 
is made by officials at the top of a party 
hierarchy, not by the desires of millions 
of union workers with money to spend. 

The Russian Government also operates 
a sort of legal black market where the mili- 
tary man and the party official are fa- 
vored with price discounts not allowed the 
ordinary worker. This market operates 
through commercial stores that deal in 
items which are not included in basic ra- 
tions and other necessities. 

There are no closed shops, although 
most industrial workers are union mem- 
hers. Union membership, however, is not 
mandatory. 

Observers from CIO. A group of CIO 
trade union leaders from the United States 
imade these and other discoveries during a 
visit to Russia and a survey of Russian 
factories. In this group were six leaders 
from the left wing of the U.S. labor move- 
ment and five leaders not of the left wing. 
\ report on this visit was made March 18, 
hut the report was largely general in na- 
ture and did not deal with many of the 
things learned. James B. Carey, secre- 
tary-treasurer of the CIO, and not of the 
eft-wing group, was chairman of the 
vroup and wrote the report. 

Impact on Russians. All of the CIO 
leaders were impressed by the Russian 
people and by the scale of the effort going 
on in Russia to rebuild. The committee 
found Russian workers very much inter- 
ested in the American living standard. For 
example, Emil Rieve, president of the 
Textile Workers Union, and not a left- 
wing leader, made a speech to Russian 
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workers telling them of all the things that 


American workers enjoy, including goods, 


the right to vote, the right to strike and 
their relations with private employers. 
The speech was rather critical of Russia, 
and a chilly reception was expected. In- 
stead, Mr. Rieve received an ovation. 
The left-wing union leaders who in- 
sisted upon public praise of everything in 
Russia were reported to have received a 
less enthusiastic response from the workers. 
Pointed questions. Although the CIO 
leaders were in Russia only a few days, 


they did have a chance to go into a num- 
ber of big industrial plants and to talk 
with workers. Their knowledge of the types 
of plants visited and of jobs being per- 
formed enabled them to make a critical 
appraisal and to ask pointed questions. 

Labor in Russia was found to enjoy 
many rights and to have a share in “in- 
dustrial democracy.” At the same time, 
discipline is maintained, with heavy penal- 
ties for workers who violate contracts. 

Unions of workers are organized in 
all industries. Unions are of the vertical, 
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or industrial type, not the ho~zontal, or 
craft type. Workers are not required to 
join unions. The union member votes by 
secret ballot to elect his local officers and 
elects delegates to regional and national 
union conventions. In the plant, the indi- 
vidual member takes part in meetings to 
fix piecework rates. The total wage appro- 
priation and the production quota for a 
plant, however, are established by a top 
planning body of the Government. 

A piecework basis of compensation 
is in general use as a means of obtaining 
maximum production from individuals. 
Mass meetings. movies, speeches and other 
high-pressure methods are used to speed 
production. Some reports on individual 
productivity, however, were found to be 
exaggerated. One visiting U.S. union offi- 
cial checked up on the reputed output of 
a “production hero” in a textile plant and 
told the Russian manager that the man 
would have to use a motorcycle to make 
the record claimed. The Russian then ad- 
mitted that this man “and his assistants” 
set the record. 

Working conditions and wages are 
covered by collective agreements. 

An eight-hour day, six-day week is 
standard in the plants visited. Time and 
one half is paid for the first hour of over- 
time, and double time for the second. hour. 
The work day before the war was 7 hgurs, 
and during the war it went to 10 or more. 
Despite the reduction in working hours 
since the war, take-home pay is reported 
to be about the same as during the war. 
This is attributed to a higher production 
rate resulting from better machinery and 
improved working conditions. 

Discipline. A Russian worker must live 
up to the terms of the contract for his 
plant. He can be fined by a special “com- 
radely court” for failure to live up to the 
terms of that contract. Management also 
is subject to fines for contract violations, 
and the same court handles cases against 
both workers and managers. Grievances 
over wages and working conditions are re- 
ferred to a “rates and conflict committee,” 
on which union and management have 
equal representation. Grievances are dis- 
cussed and decided in the presence of the 
worker, and there is machinery for appeal. 
The top All-Union Council of Trade Un- 
ions is the final court. 

Job rates. The workérs have a voice 
in setting job rates, through discussions at 
union meetings. Suggestions made by 
workers are transmitted through shop com- 
mitteemen to the plant management, and 
rates are not placed in effect until they are 
approved by the union membership. The 
top planning bodies that set wage scales 
and production rates include union offi- 
cials. 

Range of earnings. The minimum wage 
in a typical steel plant visited by the CIO 
officials is 270 rubles, or about $54 a 
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month. A ruble was quoted to visiting offi- 
cials as valued at 20 cents, or about 5 to 
the dollar. Diplomatic officials, however, 
are permitted to exchange dollars on the 
basis of 12 rubles to the dollar. The ex- 
change rate of 5 rubles to the dollar is 
used in the examples of earnings that 
follow. 

An ordinary production worker receives 
about $100 (500 rubles) a month in the 
better plants, while skilled workers get up 
to as much as $300 (1,500 rubles) a 
month. Highly skilled workers and plant 
managers sometimes are paid as much as 
$600 (3,000 rubles) a month, with plant 
managers receiving substantial bonuses on 
top of this for exceeding production quo- 
tas. If a plant exceeds its monthly produc- 
tion quota by 5 per cent, the manager is 
eligible for a bonus of $600 (3,000 rubies) 
and he may receive a bonus as high as 
$1,200 (6,000 rubles) a month. 

What this money means, however, is 
entirely different from what it would mean 
in the United States. A worker can get his 
necessities in food and rent for about $40 
(200 rubles) a month. Controlled prices 
apply here. Food above the rationed quota. 
or other items not regarded as bare ne- 
cessities for existence, can be bought in 
“commercial stores” run by the state. In 
these stores, prices are extremely high and 
are used by the state to drain off “excess 
income” and to avoid any oversaving by 
individuals. Prices are adjustable, with dis- 
counts of 50 per cent given to army officers 
and political leaders. Discounts of 15 per 
cent are given to skilled workers. The 
“common man,” whether soldier or work- 
er, pays the top price and fares least well 
under the Russian store plan. Anyone 
can buy in farm markets, where farmers 
are permitted to sell food produced above 
the quota for the state, but prices here 
are even higher than in the commercial 
stores. 

Medical services are free to workers, 
and there are a number of other benefits 
financed by the state that a worker need 
not pay for out of his income. These in- 
clude rest homes, child-care centers and 
old-age pensions. 

Poorer living. Workers, generally, in 
Russia were found by the visiting Ameri- 
can CIO officials to have fewer rights and 
a much lower living standard than work- 
ers in this country. They found no strike 
wave in Russia and no sign that Russian 
labor could strike if it wanted to. The 
word for “strike,” in fact, was found to 
have been removed from the vocabulary, 
on the theory that “the workers are the 
government” and that there can be no 
point in workers striking against them- 
selves. 

The intense interest that Russian work- 
ers showed in America and American con- 
ditions suggested that they might not find 
their system ideal. 
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Visit the Du Pont Exhibit at the 
National Plastics Exposition, April 
22—27, Grand Central Palace, 
New York City 


Here for the first time the plastics 
industry will display its combined 
achievements. At the Du Pont exhibit 
you will see Du Pont Plastics in ac- 
tion, including completely new de- 
velopments never before shown. 










OO BAD — but down it goes! At least, 
the dish won’t break . . . it’s made of 
Du Pont nylon. What’s more, it stands 
heat—it can be sterilized. It is colorful, 
light, easy to clean. 

Thus a breakage problem that’s as old 
as having babies is solved by a new Du 
Pont plastic—and by one man’s knowl- 
edge of its properties. 

The baby dish is but one recent ex- 
ample of a new use for nylon... and 
nylon is but one of the growing family 
of Du Pont plastics. What new product 
have you in mind? You'll perhaps be 
several steps nearer to production if 
you have information on all the Du Pont 





Baby dish shown is molded of Du Pont nylon and sold by 
Columbia Protektosite Co., Inc., Carlstadt, N. J. 











plastics. Write for literature. E. I. 
du Pont de Nemours & Co. (Inc.), Plas- 
tics Dept., Room 593, Arlington, N.J. 


REG. U.S. PAT. OFF. 


Plastics 


BETTER THINGS FOR BETTER LIVING 
.. THROUGH CHEMISTRY 
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PLAN TO REVISE THE DRAFT 


Prospect of Induction for Many Young Men Previously Exempted 


Deferments for fathers, 
science teachers and 
some industrial workers 


Congress is preparing to extend the draft 
past its present dead line of May 15. This 
extension probably will be for at least six 
months, with a further extension of Selec- 
tive Service to be considered at that time. 

As a result, several hundred thousand 
young men who have been draft exempt 
thus far face induction this summer. These 
youths now must consider postponing their 
civilian careers and weigh the advantages 
of a regular enlistment in the services 
against the probability of induction. 

Prospects for the individual young 
men to be inducted, assuming that the ex- 
tension bill will be a simple continuation 
for six months of the present law, now ap- 
pear to be as follows: 

High-school students who will be grad- 
uated this June and who are over 17 and 
physically fit are almost certain to be 
drafted into the Army by midsummer. 

Youths of 17 also face induction if their 
eighteenth birthday comes before Novem- 
ber 1, and if they have finished high school 
and are physically qualified for the Army. 

Fathers of all ages will be draft exempt 
under any of the current plans unless an 
emergency should be declared by the 
President. 

Married men who are not fathers will 
be eligible for induction if they are be- 
tween 17 and 26. But this group will stand 
a better chance of being exempted by local 
Selective Service boards than will bache- 
lors. 

Men over age 25 probably will be 
exempted from the extended draft, as they 
are now. 

College students under age 26 will not 
be deferred unless they are science or en- 
gineering majors and are either in their 
junior or senior years or are graduate 
students. 

Farmers and farm workers will be de- 
ferred if deemed “essential workers” by 
their local boards, but qualifications for 
such deferment will be tightened as more 
veterans return to ease the farm-labor 
shortage. Rural workers even now are fur- 
nishing a larger proportion of draft quo- 
tas than during the war. 

Teachers under the age of 26 will be 
eligible for the draft except for college in- 
structors in science and engineering. Ex- 
emptions also will be granted teachers in 
cities and towns where serious shortages 
of instructors exist. 
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Industrial workers will be exempted 
if they have special skills needed in recon- 
version, but no blanket deferment for spe- 
cial factory or office workers is planned. 
Exemptions are limited to men with high 
scientific or technological skills, and appli- 
cations must be passed on by the Office of 
War Mobilization and Reconversion before 
being considered for deferment by Selec- 
tive Service boards. 

Men previously deferred for physical 
reasons may be called up for another phy- 
sical check and be inducted under new, 
lowered standards. Those previously re- 
jected for such ailments as hernia, local 
paralysis, stammering, mild mental defi- 
ciencies and mild chronic neuroses now 
stand a good chance of being drafted in 
coming months. 

Veterans, generally, are exempted from 
the extended draft, but there is one excep- 
tion: enlisted men who were not eligible 
for separation under the point system but 
who were let out of the Army and trans- 
ferred to the Enlisted Reserve in inactive 
status may be called back to active duty. 
This has already happened in some cases 
and will be repeated in the case of men 
who were released with very low point 
scores. 

Youths who qualify for the draft un- 
der these provisions now are faced with 
two alternatives: 

One choice is to wait and take their 
chances under Selective Service. Those 
taken by the draft probably will be kept 
in service for approximately 18 months. 


This assumes that the war will not be 
declared officially over until late 1947. If 
the war should be ended officially sooner, 
all draftees must be released within six 
months thereafter. Also, a service limit of 
18 months may be added to the extension 
bill. 

The other choice for young men of 
draft age is to volunteer for a regular en- 
listment in the Army or Navy. Nonvet- 
erans may enlist for periods as short as 
18 months in the Army and two years in 
the Navy. And those signing up for three 
years in the Army may choose their own 
branch of the service and any overseas 
theater of operations, which draftees may 
not. 

Effects of the draft-extension measure 
will be widespread. Re-employment rights 
of veterans, which would die with the 
present draft bill, will be extended. Fa- 
thers still serving in the Army will be 
made eligible for release by August or 
early September. Recruiting will be stimu- 
lated by a continued draft threat. The 
present danger of the Army’s being 500,- 
000 men short of its needs by mid-1947 
will be removed. The “Selective Service 
system of local draft boards will be 
continued. 

Provisions of the draft-extension law 
still are undecided, although prospects are 
for at least a six months’ extension of the 
present system, and continuation for a 
year is possible. Just how long men will be 
drafted after May 15 now is up to Con- 
gress. 


‘—Washington Post 
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Perils in Soviet Expansion: 


Mr. Harriman’s Estimate 
Belief of Former U.S. Envoy That Russia Is Not Prepared to Fight 


Fear that she might blunder 
into incidents from which 
withdrawal would be difficult 


A new voice has been added to high 
American counsels on the Russian situa- 
tion. The voice is that of W. Averell Har- 
riman, just returned from Moscow after 
more than two years as Ambassador there. 
In Russia, Mr. Harriman was a hard-work- 
ing and popular diplomat. He saw Premier 
Josef Stalin and other officials frequently 
and often informally. He traveled through 
Russia more extensively than most diplo- 
mats. Coming home, he took the long east- 
ward trip through Siberia, which gave him 
an additional opportunity to evaluate con- 
ditions within the Soviet Union. 

That is the basis for Mr. Harriman’s 
discussions of Russia, and her motivations 
and objectives in the present troubled pe- 
riod. President Truman and Secretary of 
State James F. Byrnes have been listening 
to his views. In addition, he related them 
to the House Rules Committee. His esti- 
mate of the situation, thus, has become of 
great importance. Fragments of what Mr. 
Harriman has said privately now can be 
pieced together with his more cautious 
public statements and the general back- 
ground to make a connected whole, pre- 
sented here for the first time. 

Mr. Harriman accuses Russia bluntly 
of failing “to carry out certain agreements” 
as they are understood in the United 
States. He refers obviously to the stipula- 
tion that Russian troops be withdrawn 
from Iran by March 2. In the past, Mr. 
Harriman has made many favorable state- 
ments about Russia. Some even have called 
him an “apologist” for that country. But 
now he is disappointed and concerned over 
“the direction that some Soviet Govern- 
ment policies seem to be taking.” The dif- 
ferences that have arisen between Russia 
and the U.S. he regards as “serious.” But 
as for the immediate future, Mr. Harri- 
man does not take an alarmist view. 

Peace or war? Russia does not want 
war, in his opinion. In particular, she does 
not want war with the United States. The 
Soviet Government simply is not prepared 
to undertake such a conflict. Russia Jost 
nearly 7,000,000 fighting men in the war 
just finished. Much of her industry has 
been destroyed. By contrast, U.S. military 
production could be brought quickly to 
wartime peaks in another emergency. 
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For the present, Russian leaders are ab- 
sorbed in rebuilding and developing the 
country industrially. There is another five- 
year plan. They also are anxious to solidify 
popular morale. Defiant gestures in the 
foreign field, as related to the Russian 
people, can help achieve this unification. 

Security is the Russian goal, security 
without war. Apparently, Mr. Harriman 
sees Russia trying to cut off all avenues of 
invasion by ringing herself with friendly 
small states, whose policies can be influ- 
enced or controlled. This was done in East- 
ern Europe and the Balkans to supplement 
the security offered by the United Nations 

















—Smith in Tampa Daily Times 
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Organization. But, in Iran, Russian objec- 
tives collided with those of a Government 
that refused to be dominated. Neverthe- 
less, Russian troops remain in Iran, and 
Russia apparently is going ahead, trying to 
take advantage of the unsettled postwar 
situation to consolidate Soviet security. 

Iranian oil is important. Russia already 
has large oil resources, but an additional 
source would be very welcome, in this era 
in which oil supplies can become of vital 
importance. Mr. Harriman apparently be- 
lieves, however, that, in Russia’s plans, oil 
from Iran is entirely incidental to attain- 
ing her security goals. 

Russia’s intelligence system is as 
good as any in the world, Mr. Harriman 
is said to have reported. It covers the 


globe. Through it, Moscow knows that the 
people of the U.S. do not want another 
war, that America’s ability to fight has 
been greatly weakened by the rapid de- 
mobilization of the Army and Navy. This 
is believed to have encouraged the Rus- 
sians to believe they could adopt their pres- 
ent program and attain the security they 
want without becoming involved in war. 

Consequently, the Russians were some- 
what astonished at the firm tone recently 
taken by the United States on Russian 
withdrawal from Iran and Manchuria, and 
surprised at the rapidity with which a dip- 
lomatic crisis developed. They had not ex- 
pected, either, that the United States and 
Great Britain would be willing to test the 
frailities of the United Nations Organiza- 
tion so early in its development by permit- 
ting the Iranian question to arise at the 
current meeting of the Security Council. 

Mr. Harriman does not use the word 
“bluff” in connection with Russia’s maneu- 
vering, although some have interpreted his 
views as meaning that Russia is bluffing. 

The danger, as Mr. Harriman sees it, 
lies in a possibility that Russia might un- 
expectedly go too far in pushing her pres- 
ent course. This could result in unforeseen 
and explosive incidents, from which it 
would be difficult to withdraw. The danger 
apparently exists in particular where Tur- 
key is concerned. 

Russia‘s right to security cannot be 
questioned, as Mr. Harriman sees it. But 
her methods present a different question. 

“A country which attempts to gain se- 
curity through unilateral action, through 
aggressive, independent action is only 
opening the gates of disaster,” he says. 

Mr. Harriman’‘s solution lies in three 
conditions. 

U. S. strength must be great, he says, 
both physically and spiritually. By physi- 
cal strength, he means “not only the main- 
tenance of an adequate military establish- 
ment, important as that is,” but also the 
maintenance of “a healthy economic life, 
an expanding life for all our people.” 

U.S. firmness is necessary, he adds, 
strongly indorsing the recently adopted 
U.S. policy of tough talk to Russia. 

The United Nations, he believes, should 
be the basis of the security of Russia, or 
any other country. 

This attitude appears already to have 
borne fruit in Moscow. In a statement to 
the Associated Press, Premier Stalin echoed 
the Harriman indorsement of UNO and 
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REVIEWING SOVIET TROOPS: 


. - . did the Kremlin hold the key to war or 


noted that UNO’s strength “consists in 
the fact that it is based on the principle 
of the equality of right of states, and not 
on the principles of the domination of 
some states over others.” 

The Soviet Premier also attested to the 
accuracy of Mr. Harriman’s observations 
that neither Russia nor other countries 
now are striving for war. The statement 
indicated further that Russia may be pre- 
pared to soften her apparently single- 
handed policy toward smaller nations. 
Further evidence of this trend is seen in 
the appointment of Maxim Litvinov, with 
a record for international co-operation, as 
Deputy Minister for Foreign Affairs. 

Before the House Committee, Mr. 
Harriman was testifying on a bill author- 
izing the State Department to go ahead 
with a $25,000,000 Cultural Relations and 
Information Program, designed to impress 
the American viewpoint on the peoples of 
other nations, including Russia. 


Mr. Harriman favored the bill. He 
thought Russian propaganda in the United 
States should be offset, but conceded that 
there could be little flow of information 
into Russia if the Moscow Government 
disapproves. The people of Russia, he was 
said to have told the Committee, are very 
friendly to the United States, but the So- 
viet Government often imposes obstacles 
to a full understanding between the two 
nations. 

Russian relief work has Mr. Harri- 
man’s full indorsement. He told a meeting 
of the American Society for Russian Re- 
lief, which proposes to raise $25,000,000 
for that purpose, that political estrange- 
ments should not be allowed to stand in 
the way of such a program. 

The relief needs of the Russian people 
continue to be large, he said, the Russians 
have long memories for gratitude, and the 
“message of relief” is “the firmest founda- 
tion for peace.” 


—Owl 
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peace? 


Mr. Harriman, himself, is one of a 
small group of moneyed men whom the 
late President Roosevelt attracted into 
Government service. He is the son of the 
famed financier Edward H. Harriman, and, 
himself, has held high positions with some 
of the nation’s biggest railroads. In New 
Deal days, he was a member of the Com- 
merce Department’s Business Advisory 
Committee, which often was critical of 
Roosevelt methods and policies. He was 
abroad during the early war years as a 
special representative of the President on 
Lend-Lease. His appointment as Ambassa- 
dor to Russia came in October, 1943. 

If Mr. Harriman’s view of the Russian 
situation is correct, the obvious conclusion 
is that there is a point beyond which the 
Soviets will not go in territorial and 
diplomatic expansions, that Russo-Ameri- 
can relations may soon become friendlier. 
The test may come in the Security Coun- 
cil’s discussion of the Iranian issue. 





PROTESTING AGAINST SOVIET TROOPS: CHINESE DEMONSTRATORS IN MANCHURIA 
- « « @ diplomatic crisis developed rapidly 
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POLICY OF ALL-OUT AID TO CHINA: 
U.S. DOLLARS, ADVICE AND ARMS 


Gen. Marshall's Role in Averting Nationalist-Communist Civil War 


Objective of creating nation 
strong enough to survive 
despite powerful neighbors 


All-out aid to China now is emerging as 
clear and firm U.S. foreign policy. Aid with 
U.S. dollars, goods, and advice is ex- 
pected to develop China into a strong, 
functioning nation. General of the Army 
George C. Marshall, America’s most im- 
portant expert to China, is back here now 
to obtain the dollars and goods to prop up 
China’s new and precarious unity. 

China’s unity, for which General Mar- 
shall is perhaps as responsible as any one 
person, is a matter of touch and go. His 
absence from China is being emphasized 
by. fresh outbreaks between Chinese Com- 
munist and Nationalist troops in Man- 
churia. Bloodshed in Manchuria stirs po- 
litical echoes in Chungking, where last week 
Communists accused Nationalists of) per- 
petuating one-party, anti-Communist rule. 

Underlying the fighting, and contributing 
to it, is a desperate economic situation. 
Food and clothing are ‘short. Transpor- 
tation is chaotic. Foreign trade is bogged 
down. Inflation is a violent headache. 
Prompt U.S. aid, says General Marshall, 
is required if China is to have an economic 
base on which to build her new unity. 

U.S. credit amounting to $600,000,- 
000, perhaps more, is requested from the 
U.S. Export-Import Bank. A line of credit 
of this size now, it is argued, may do more 
to preserve Chinese unity than twice as 
much credit a year from now. 

U.S. wheat and rice, either direct 
or through the United Nations Relief and 
Rehabilitation Administration, is asked 
for now to prevent famine in several parts 
of China. UNRRA allocations to China are 
criticized by the Chinese as grossly in- 
adequate, and UNRRA’s actual shipments 
to China are short of allocations. 

U.S. equipment is needed urgently in 
order to patch up China’s battered rail- 
ways and rolling stock, put mines and 
textile mills into efficient operation, and 
provide employment for Chinese soldiers 
no longer needed in China’s new and 
smaller National Army. 

These are among the more urgent needs 
for which China looks to the United States. 
Yet these needs form but a small part of 
the all-out aid promised to China by U.S. 
policy. The all-out aid includes military, 
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naval, and governmental as well as eco- 
nomic help. Much of this help is well under 
way. The rest is coming. As things stand: 

U.S. prestige in the person of General 
Marshall is helping to unify China. Unity 
is China’s greatest need, and a major ob- 
jective of both Chinese and American pol- 
icy. Yet China has not had even surface 
unity for a generation. In this situation 
General Marshall has worked what ob- 
servers consider a minor miracle. As a re- 
sult of the American’s demonstrated im- 
partiality, Nationalists and Communists 
who had been unwilling to trust each other 





officer, a Communist officer, and an Ameri- 
can officer traveling amiably together, and 
all telling the same story about the truce, 
has astonished and impressed the com- 
manders in the field. The team device has 
worked. General Marshall hopes it also 
will work in Manchuria. 

A new Army for China is the next 
assignment for General Marshall’s travel- 
ing teams. Under an agreement reached in 
February, China’s Nationalist, Communist, 
and provincial armies, now more than 
6,000,000 men strong are to be reorganized 
into one Chinese National Army with a 


—U. S. Navy 


POINTERS FOR THE CHINESE SAILORS 
The aim: enough strength to gain independence 


found it possible to unite in trusting Gen- 
eral Marshall. 

First fruit of this trust was the truce, 
signed in January by top Nationalists and 
Communists with General Marshall, de- 
signed to end fighting throughout China. 
The January truce, however, was a paper 
truce, good only at the top until carried 
down to the combat level throughout 
China. Taking the truce to the field where 
the fighting was still going’on became the 
task of three-man teams representing Na- 
tionalists, Communists, and Americans. 

These three-man teams since January 
have flown to most of the field head- 
quarters of Nationalist and Communist 
commanders. The spectacle of a Nationalist 


total strength of only 840,000 men. De- 
tails of the reorganization are to be 
worked out in the field by the traveling 
teams. The completed Army organization, 
by the middle of next year, is to consist of 
60 divisions, 50 of them from Nationalist 
troops, 10 from Communist forces, but all 
under supreme command of the President 
of the National Government. 

The new Chinese Army is to have the 
benefit of American training and American 
equipment. About 3,000 American officers 
are detailed to this training assignment in 
China now, but the number is expected to 
fall below 1,000 by the end of the year. 
American equipment, from Lend-Lease 
and U.S. Army surpluses, already has out- 
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ANCIENT METHODS IN CHINA: Loading salt into native boats 
. an economic base was a necessity 


fitted 39 Chinese Nationalist divisions. 
Whether all 60 divisions are to be U.S.- 
equipped and how the cost of upkeep is to 
de met are economic questions not yet 
answered by either the U.S. or China. 

Main reason for the Chinese Army re- 
organization is economic. Reducing the 
size of the Army from more than 6,000,000 
to less than 1,000,000 men is expected to 
cut the military drain on the economy to 
proportions that China can support. Chief 
economic problem that then remains is to 
find jobs for 5,000,000 ex-soldiers. 

A new Navy for China is to grow up 
alongside her new Army. The new Navy 
is to be largely a creature of U.S. policy 
and U.S. supply, with some help from the 
British. Under present plans, 13 British 


ships and 271 U.S. ships are to be given 
to China to replace her present 40,000-ton 
fleet of 40 small craft. Of China’s 25,000 
naval personnel, 1,700 are now training in 
U.S. and British naval establishments. 

Actually, the new Chinese Navy is to 
operate as a coast guard. It is to prevent 
smuggling,- protect shipping, and remove 
mines. It is to have no ships larger than 
destroyer-escorts. Small craft are requested 
from U.S. Navy surplus. The list includes: 
landing craft, a few destroyer-escorts, sub- 
chasers and mine sweepers, and two float- 
ing dry docks. 

Government in China, in another 
instance of the U.S. policy of all-out, aid, 
is now to have the advice of a U.S. ex- 
pert on government. The expert is John 
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NEW PROJECT FOR CHINA: The proposed Yangtze Dam 
... obstacles were as impressive as the need 
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B. Blandford, until recently head of the 
U.S. National Housing Agency, and be- 
fore that assistant director of the Budget 
Bureau. President Truman has loaned Mr. 
Blandford to China to assist in problems 
of budget administration in particular, and 
government administration and organiza- 
tion in general. 

Credit for China, however, looms 
largest in the U.S. policy of all-out aid. 
Early in the war, in 1942, China got a 
U.S. grant of $500,000,000, including gold 
with which to soak up inflation. The in- 
flation got worse. Now the Export-Import 
Bank is considering credit with which 
China may buy U.S. material and equip- 
ment to reconstruct railroads, ports, and 
industries. As a starter, the Bank last 
week announced a short-term loan to 
China of $33,000,000 with which to buy 
300,000 bales of U.S. cotton for the 
Chinese textile industry. Another loan of 
$34,000,000 is being negotiated for the 
purchase of U.S. cargo ships, railroad 
equipment, and mining machinery. 

What the Chinese hope for now, appar- 
ently with the support of General Mar- 
shall, is a credit of at least $600,000,000. 
If this credit is forthcoming promptly, 
China then will feel free to use funds 
already available in the United States, 
which approximate $800,000,000. UNRRA 
allocations for China of $670,000,000 are 
in addition to these sums. 

The new China to result from U.S. 
dollars and goods, and U.S. military and 
political aid, it is hoped, will be strong 
enough to be independent. The strength 
aimed at is relatively modest. Economic 
strength is to come from agriculture, min- 
ing, consumer industries, and foreign trade, 
rather than from any suddenly expanded 
heavy industry. Spectacular plans for in- 
dustrializing China, like some plans for 
gigantic river and power projects, are prob- 
ably far in the future. Chinese military 
strength, an army of less than 1,000.000 
men for a nation of 450,000,000, can have 
only limited defensive value and no po- 
tential for aggression. 

Nevertheless, obstacles to the develop- 
ment of this new China, even with all-out 
U.S. aid, may turn out to be as impres- 
sive as the need for the aid. Economic 
reconstruction, in a land ravaged by years 
of both foreign and civil war, is to be 
slow. Chinese desires for political unity 
may not prove as strong as the causes of 
disunity. And if disunity conquers, inde- 
pendence hardly can survive in the pres- 
ence of strong, aggressive neighbors. 

U.S. policy is gambling that China, 
with U.S. aid, can achieve unity and 
independence. The alternative, as U.S. 
policy makers see it, is chaos in China, 
which means the spread of Communism 
throughout much of Asia. Few U.S. offi- 
cials think a Communist Asia would im- 
prove the prospects for world peace. 
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DRIVE FOR PARTY DISCIPLINE 


Mr. Truman’s Plea for Unity in Adherence to Liberal Tradition 


Admission that he knows 
no method to get rid of 
the dissident Democrats 


President Truman is throwing his per- 
sonal weight back of the effort to convince 
Southern Democrats that the Democratic 
Party must follow the course of liberalism 
that was charted by Franklin D. Roose- 
velt. He is supporting the arguments of 
Secretary of Commerce Henry A. Wallace 
and Democratic Chairman Robert E. Han- 
negan, but sees no way by which a party 
can rid itself of dissenting elements. 

In his Jackson Day speech over the 
week end, Mr. Truman spoke from the 


ity rested upon all party members to pre- 
serve the two-party system on a sound and 
wholesome basis. He emphasized that the 
responsibility for the party’s program rests 
upon the President and the majority party 
in Congress. Mr. Truman repeated again 
his call for enactment of health, educa- 
tion, social-security, minimum-wage and 
more liberal huusing legislation. 

Mr. Wallace’s speech. In a milder 
fashion, Mr. Truman repeated the same 
call for party unity that Mr. Wallace and 
Mr. Hannegan already had made. Mr. 
Wallace reiterated this appeal at the same 
party rally at which the President spoke. 

Ignoring the tumult that had _ been 
aroused by his suggestion that the mem- 





GENERAL SMITH & MR. CONNALLY 
. . . approval was rapid 


same table as did Mr. Wallace and voiced 
very much the same appeal for Democrats 
to rally behind the program and the ideals 
of Mr. Roosevelt. 

The Truman speech. It was Mr. Tru- 
man’s first political speech of the 1946 
congressional campaign and was addressed, 
obviously, toward those areas outside the 
South in which the Democratic Party will 
have to fight to hold its ground in the 
elections this autumn. 

Mr. Truman said the Democratic Party 
had become powerful as a_ progressive 
party, pioneering new fields; that it was 
determined to abolish abuses of the past; 
that it must go on to higher goals in keep- 
ing with its prestige as a liberal party. 

The President said that the responsibil- 
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bers of Congress who do not vote for the 
program of their party should be read out 
of its ranks, Mr. Wallace said that Mr. 
Truman’s program was in the direct line 
of succession from the policies of Andrew 
Jackson, and Franklin D. Roosevelt, and 
that Democrats should support the presi- 
dential legislation. 

Mr. Wallace said that the Democratic 
Party must be the party of progressive pol- 
icies, and that those who did not like that 
fact belonged in some other place, not in 
the Democratic Party. The Secretary de- 
scribed the Republican Party as the party 
of reaction, and said that progressive Re- 
publicans who find themselves dissatisfied 
with the program of their own party 
would be welcome in Democratic ranks. 


Campaign tactics. Both speeches were 
in accord with the tactics that are taking 
shape for the congressional campaign. An 
effort is being made by both parties to 
draw a line clearly between the two par- 
ties along New Deal and anti-New Deal, 
or so-called liberal and reactionary, ideas. 

In the congressional districts that have 
been marked out as target areas for the 
campaign, the Republicans are assailing 
the votes that Democratic members have 
made for presidential proposals. In these 
areas, the Democrats are fighting to hold 
their ground, or are aiming at certain dis- 
tricts held by Republicans. 

While the Democrats are fighting in 
Northern and Western districts as the 
liberal party, conservative Democrats are 
moving ahead toward election or re-elec- 
tion in the South. Here the Political Ac- 
tion Committee of the CIO is preparing to 
make a fight in such Southern areas as 
have industries, with the idea of electing a 
new type of Southern Congressman. PAC 
efforts are somewhat limited, however, by 
the fact that there are not many South- 
ern congressional districts where industrial 
workers dominate, and that the fight has 
to be made in the primaries, since primary 


nominees almost always win easy electisns. 


Press conference. Mr. Truman had 
little to say about politics at his weekly 
press conference. In reply to a question 
about Mr. Wallace’s suggestion that de- 
serting party members should be disci- 
plined, the President said, laughingly, that 
no one had yet found any way by which 
this could be done. 

Many of the questions dealt with the 
acute Russian situation. The President 
said again that no plans were under way 
for another Big Three meeting, and that 
the Iranian question rests with the United 
Nations Organization for settlement. 

The Russian problem kept the Presi- 
dent busy for much of the week. He con- 
ferred almost daily with Secretary of State 
James F. Byrnes. Their choice of Lieut. 
Gen. Walter Bedell Smith as Ambassador 
to Moscow won the quick approval of 
Chairman Tom Connally’s Foreign Rela- 
tions Committee and of the Senate. 

At the end of the week, the Soviet Am- 
bassador, Andrei A. Gromyko, called for 
a chat with Mr. Truman. Neither of the 
two would say what was discussed during 
the visit. The Ambassador said that it was 
simply a courtesy call. ; 

In foreign affairs, as well as in domestic 
politics, Mr. Truman is treading upon 
ground that has been mined with dan- 
gerous explosives. 
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Steam Horse for Street Railways, 
devised by Mr. S. R. Mathewson 

of Santa Clara County, Calif., 

and published in a newspaper of 1876. 



























































Trottin’ trolley 


When trolley cars first traded in 
Old Dobbin for an engine, they 
caused a great commotion. Horses 
shied and traffic stopped and all 
heck broke loose. 

One bright soul proposed the 
compromise above. A “‘camouflage”’ 
on the machine to make it look more 
friendly! Good for a laugh, now... 
and for showing you how far folks 
can go to multiply confusion. 

For our part, we’ve an idea that 
confusion can be banished, and by 
much simpler means. Specifically, 


@.@. aver @ SON 


the kind of confusion which exists 
so often when payrolls are pre- 
pared. With the Comptometer 
Check-and-Payroll Plan, complex 
routines are over. The job is quick, 
free of details, easy and direct. 
Unique among all other systems, 
this plan eliminates perpetual post- 
ing and filing. It requires merely a 
payroll check or a cash envelope. 
With less paper work, less waste 
motion . . . you finish the payroll 
and get checks to employees fast. 
It makes full use of your present 


machines, saves manpower... and 
money! 

Your nearest Comptometer Com- 
pany representative will be glad 
to explain these facts fully.... 
The Comptometer, made only by 
Felt & Tarrant Manufacturing 
Co., Chicago, is sold exclusively 
by the Comptometer Company, 
1726 N. Paulina St., Chicago 22, Ill. 


COMPTOMETER 


REG. U. S. PAT. OFF. 


Adding-Calculating Machines and Methods 
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“In proportion as the structure of a govern- : © 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.“ 


GEORGE WASHINGTON 
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DRIFTING INTO A NEW ‘DARK AGES?’ has | 
delex 
> 
BY DOROTHY THOMPSON Unquestioned even was the very concept of “total” | # PE‘ 
One of my colleagues enquired wonderingly in a war. During it the prospective victors made a series of | "°8°U 
column the other day, “Is it possible that we may. be agreements. the chief characteristic of which was the In " 
driftine into a new Dark Ages?” total absence of any justification whatsoever in reason. | SU'V!Y 
I suppose the people around the year 400 were A frontier is drawn here according to ethnographical {| CiViliz 
asking the same question, for it is characteristic that principles and there in defiance of all ethnographical defaul 
we cannot read the meaning of our times until it principles; “reparations” are collected from ally and for it | 
affects us, intimately and personally. conquered enemy alike, and in the form of pure and Tha 
We are in a new Dark Ages. We are in it up to the simple loot, of individual persons, and even by and for | ™!lio" 
neck. The question is whether there are sufficient individual persons and firms. Not only nations but | '* they 
remnants of civilization left to re-create order and whole social classes are hunted as “fascists,” without ae . 
security or whether the anarchy that has swallowed the slightest regard to their individual allegiances; bility | 
most of civilization already will become universal, to millions are forcibly uprooted from ancestral homes | °° fle 
the point where the whole world is given over to and lands, and jammed in concentration camps or set less & 
armed gangs, and no man’s property or life is safe wandering without sustenance or destination. disinte 
anywhere on the globe. “Governments” are created by leaders of armed ~ of 
Technology is not civilization, nor is science neces- gangs, and are thereafter maintained by private ee 
sarily its handmaid. Automobiles, gadgets, and atom “armies,” like the Landsknechte of the Middle Ages; 
bombs are not civilization. The night of the twentieth diplomacy takes the form of expletives hurled from 
century Dark Ages is noisy with the whirrings of public platforms or through the private press of self- In m 
machines; human ingenuity has reached a Himalaya appointed Fuehrers governing the bodies and souls of by the 
peak of achievement. But mankind is in the depths of men by pure whim. the wo 
horror and despair, and every new invention glares at Strikes are called, entailing cruel deprivations for the setae 
him with the terrifying visage of a Frankenstein de- tens of thousands and suddenly ended because its chiefly 
stroyer. leaders become suspicious of each others’ ambitions; | P'essed 
Civilization is social integration; it is a system of a labor-leader member of a city government threatens alone s 
rights and obligations so universally accepted that to paralyze a metropolis to achieve a political deci- needed 
men take it for granted. It is a complex of codes and sion; organized mobs seek to influence the most im- aed for 
standards, written or unwritten, within which persons portant policies by chanting slogans in the streets. spiritus 
are. conscious of a continuity with the past and a pros- A traitor to his oath of citizenship claims a “higher | Pe an 
pect of the future; a condition in which men know loyalty” to another state; a labor leader sentenced for So di 
what they may legitimately expect as the result of cer- contempt of court is hailed as a martyr and poses for Bee 
tain actions and on what support they may legiti- his photograph; great companies plant networks of the in: 
mately depend. ; agents within our Government to work for private wher , 
Civilization is the rule of law, and law is but the ends. ae 
codification of standards. To live in civilization is to A world organization is launched in the atmosphere 
live in a society where actions are referred to stand- of a night club, and greeted with rapture, although it : 
ards. The absence of standards is barbarism, and bar- contains neither the ingredients for creating, adjudi- one ie 
barism is the description of our world—in greater or cating or enforcing equal law. iiahesall 
less degree of every part of it. Great armies are disbanded in response to public | |...) ‘ 
We have just gone through a world war in which, clamor before the aims for which the dead perished perform 
for the first time in centuries, no limits were placed are even in sight. S eeieadt 
upon its objectives or upon the manner of waging it. At the end of a “people’s war” it is proposed to hold 
—— 
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“1 wholly disapprove of what you say but will 
defend to the death your right to say it.”’ 


VOLTAIRE 
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Anarchy pervades world as civilization capitulates to barbarism—U. S. 
has lost its faith and leadership—A prominent writer and a UNO 


delegate call for return to belief in man’s spiritual power. 


a peace conference in secret, presumably because the 
negotiations could not bear the light of day. 

In a barbarous world the barbaric are best fitted to 
survive, as the savage alone can survive in the jungle. 
Civilization has already capitulated to barbarism by 
default of its own standards. It will capitulate further, 
for it has lost its morale, i. e. its morality. 

That the morality and the civilization survive in 
millions of individual persons is beside the point. It 
is they who are the outcasts of the age, not its direc- 
tors, and even they are without the will to responsi- 
bility and control. As in that other Dark Ages, they 
are fleeing into ivory towers, feeling themselves help- 
less to be more than chroniclers and observers of the 
disintegrating age-——(Column printed in a large num- 
ber of newspapers for which Miss Thompson writes. 
Reprinted by permission of The Bell Syndicate, Inc.) 


BY JOHN FOSTER DULLES 

In much of the world the peoples have been drained 
by the physical and moral strains of war. In most of 
the world the daily problems of keeping alive absorb 
the energy of the people. There are a few individuals, 
chiefly from small countries, who already have im- 
pressed their spirit on the Assembly. But they cannot 
alone supply the amount of spiritual drive that is 
needed to galvanize the United Nations into a posi- 
tive force for human welfare. What is needed is the 
spiritual power which could be supplied by the Amer- 


ican people. The success or failure of the United Na- 
_tions depends upon that more than any other single 
| factor. , 


Unhappily the fact is that at this critical juncture 
the people of the United States have no great faith 
which moves them. We are in no mood to seize on the 
United Nations as an agency for accomplishing some 
great purpose in the world... 

That would not have happened fifty years ago or 
one hundred years ago. Then the American people were 
imbued with a great faith. We acted under a sense of 
moral compulsion, as a people who had a mission to 
perform in the world. Our conduct was largely deter- 


? mined by a religious belief that every human being had 


a God-given possibility of spiritual development and 
that to realize this was man’s chief earthly aim. 
Accordingly we sought to organize a society which 
would promote the spiritual development of the 
individual. We wanted him to have not only spiritual 
freedom, but the surrounding conditions of intellectual 
and economic opportunity without which spiritual 
growth is seldom realized. That was “the great Amer- 
ican experiment.” It was designed, not only for our- 
selves, but others. We sought, through conduct, ex- 
ample and influence, to promote everywhere the 
cause of human freedom. We availed of every oppor- 
tunity to spread our gospel throughout the world. In 
those days no international conferences were held with- 
out the United States being a purposeful participant. 

That mood has passed, with the result that at this 
critical time we may fail the world. We are, materially, 
playing a good part in keeping others physically alive 
and in helping to get their economy going again. We 
have, intellectually, played a good part in devising 
a world organization which well reflects the present 
political realities and possibilities. But spiritually we 
are lacking. We seem incapable of breathing into that 
organization the spirit needed to make it a living 
body... 

We have lost our sense of purpose and our capacity 
to inspire and to uplift. That deficiency pervades all 
phases of our foreign relations. It makes us ineffective 
in our international dealings. It makes us impotent to 
breathe life into the United Nations. If in consequence, 
our people perish, that will merely fulfill one of those 
prophecies which we have found it convenient to forget. 

Happily, we still have some time. How much time no 
one can say, but at least we need not become panicky 
merely because we now see realities of a kind which 
have always existed, but which, in the past, diplomacy 
used to keep concealed. On the other hand, we have 
no time to waste. The pattern of the future is al- 
ready taking form, and the form is not a pleasing one. 
It resembles much the pattern of the past—( Excerpts 
from speech at Princeton University, February 22, 
1946, upon his return from UNO meeting at London, 
at which Mr. Dulles was member of U. S. delegation.) 
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O MORE THAN ONE oui of every five 

individuals who want a new car is 
to get that car in 1946. Even that ratio 
is regarded as optimistic. 

The Pictogram shows why this is so. 
Production of new cars, on the most opti- 
mistic basis, is being estimated at 3,500.- 
000 for the present year. An output of 
that size assumes an early end to labor 
troubles that have harassed the auto- 
mobile industry for months. 

Demand for new cars, on the other 
hand, is estimated at 15,000,000, if that 
number of cars were to be put on the 
market during this year. 

It is this explosive demand in relation 
to supply that has had the automobile 
industry champing at the bit to get into 
full production. Yet, each month since 
the end of the war has seen the time of 
full production set further ahead as one 
type of trouble after another has risen to 
check output. 

At first, there was an estimate by Gov- 
ernment officials that as many as 500,000 
cars might be made in the last quarter 
of 1945. Actually, about 80,000 were 
turned out. Labor made its wage de- 
mands. Government sided with labor. In- 
dustry ran into strikes. 

Then, the idea was that early 1946 
would see the wheels turning. Figures 
show that, in January, 48,775 cars were 
turned out. In February, the number was 
47,665. On this basis, new-car production 
for the year might be estimated at under 
600,000. March, however, is showing some 
production pickup. 

Now, in looking ahead, observers be- 
lieve the time of rapidly rising production 
finally is in sight. If the industry’s labor 
trouble can be straightened out by early 
April, production for that month might 
reach 150,000 new cars. In May, produc- 
tion may rise to 250,000, or even 300,000, , 
cers. By June, there is a chance that an 
even higher rate can be achieved. 

The automobile industry expects, when 
operating at its normal postwar rate, to 
produce 500,000 passenger cars each month. 
That would be 6,000,000 for a full year. 

Production at this rate will be required 
for several years to fill the backlog of ac- 
cumulated demand and to satisfy new 
buyers of cars at home and abroad. 

New cars are to start to roll in large 
numbers just in time. On the road today 
are 24,000,000 cars, more than half of 
which are over 10 years of age. It is 
estimated that 20,000,000 cars are re- 
quired to keep the country’s essential 
transportation going. Cars are being 
junked, even in this period of scarcity, 
at a rate of about 3,000 a day. To fill 
its backlog demand, the auto industry will 
be at its peak for several years ahead. 
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GRAND RELIEF 
FOR MUSCLE 
ACHES! 

















help nature carry off 
“fatigue acids”! 


When unaccustomed exercise 
makes muscles sore and stiff, 
chances are you can blame 
“fatigue acids”. . . they’re waste 
products that settle in the muscles, 
often making them swell and hurt! 
The thing to do is rub those tor- | 
tured muscles with quick-acting 
Absorbine Jr. By stimulating 
local circulation, more fresh 
blood flows through the muscles— 
helps carry the “fatigue acids” 
away! Then as swelling subsides, 
pain eases—you feel 
grand relief you’ve 
longed for! Always 
keep Absorbine Jr. on 
hand. $1.25 a bottle 
at your drugstore! 


W. F. Young, Inc. 
Springfield, Mass. 
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Draft Renewal, Universal Training: 
Press Opinions on Preparedness 


The American daily press, in large part, 
is of the opinion that the Draft Act should 
be extended beyond May 15. There also 
is wide support for permanent universal 
military training. Newspapers opposing 
these two Administration proposals appear 
to constitute a small minority. 

The New London (Conn.) Evening Day 
(Ind.-Rep.) typifies the opinion of a ma- 
jority of the editorial, writers when it ob- 
serves that the “march of events abroad 
. . . has proved the most powerful argu- 
ment” in favor of extension of the Selective 
Service Act. 

“No intelligent human being . . . believes 
that the U.S. will ever become an aggres- 
sor,” says the Macon (Ga.) Telegraph 
(Dem.). “But . . . aggression from other 
sources is already in the making, and while 
we trust in the United Nations Organiza- 
tion, we must keep our powder dry.” 

“Tncreasing international tension should 
arouse the American people ‘to a recogni- 
tion of the immediate necessity for 
strengthening the nation’s military estab- 
lishment,” declares the New Bedford 
(Mass.) Standard-Times (Ind.), through 
draft extension and adoption of compul- 
sory military training. 

. Continued selective service is a “current 
and immediate” need, the Troy (N. Y.) 
Record (Rep.) asserts, adding that its 
urgency “does not rest on alarmist views 
of the international situation,” but upon 
the Army’s obligations in occupation and 
the maintenance of defense. Recalling the 
wartime fear that the U.S. might “ ‘blow 
the works’ again,” the Record warns “the 
surest way to ‘blow the works’ is to make 
it impossible for the Army to fulfill its 
present obligations” by dropping the draft. 

To remain militarily strong “for the 
foreseeable future” is “the best backing we 
can give to the United Nations Organiza- 
tion,” says the New York Times (Ind.), 
which has “not ... the slightest doubt that 
the deterioration of the whole international 
situation is in substantial part the result” 
of failure of Congress to act toward this 
end by extending the draft and adopting 
compulsory training. 

The St. Louis (Mo.) Globe-Democrat 
(Ind.) considers extension of the draft 
mandatory “for at least another year, un- 
til Congress decides the issue of compul- 
sory military training.” It cites “the threat- 
ening, restless shape of world affairs and 
the fact that America has sunk from the 
mightiest military power in history to a 
weakened giant . . . while major powers 
elsewhere . . . have retained and rebuilt 
their armed might.” 


“Complete reorganization of our armed 
forces to carry out military policies not 
vet formulated” is what we need, the Lan- 
caster (Pa.) New Era (Rep.) observes. 
“The draft is only a small part of the 
whole problem and the sole reason for ex- 
tending it now is that no one knows wheth- 
er we can get along without it.” 

Expressing a minority view, the Pater- 
son (N. J.) Morning Call (Ind.) main- 
tains that inducements to voluntary mili- 
tary service, such as “decent” pay, “would 
seem to meet the situation” for the present. 
For the future, it advocates some compul- 
sory training plan that “can be carried out 

















MAYBE YOU‘D BETTER 
STAY A LITTLE LONGER 


without serious interference in the training 
of our youth for civilian life.” 

The Pittsburgh (Pa.) Post-Gazette 
(Ind.-Rep.) urges continuance of the draft 
“for whatever period necessary,” but, sug- 
gests that “six months would determine 
how well the voluntary program is going to 
work. If that has failed by that time, the 
Act can be extended again.” 

A mere six-month extension, contends 
the Baltimore (Md.) Sun (Ind.-Dem.), 
on the other hand, would be “almost worse 
than nothing, in that it would raise the 
identical issue anew just in advance of the 
fall elections.”. The Sun urges extension in 
view of the failure of the volunteer sys- 
tem, the need for overseas replacements 
and “reminders from Iran and Manchuria 
that this is not yet the best possible of 
worlds.” 


THE UNITED STATES NEWS 
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“lo market, to market? . 
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AHEAD OF THE OTHER FELLOW! 


To get those new models off the production 
line and into the hands of dealers in the 
quickest possible time is the common prob- 
lem of many manufacturers. 


But production lines will take only so much, 
labor can spread only so far, machines will 
turn out only so much, and the result is a 
compromise. Usually it means just one model 
first ... and the rest of the line must wait. 


Rule No. 1 for a Good Executive 


Everyone knows (and usually forgets) that 
it requires the knack of delegating responsi- 
bility if more is to be accomplished. That 
goes for production management, too! 


Why not “delegate” part of the production 
problem? 


Why not put those other models in the hands 
of an experienced contract manufacturer? 
Why not utilize his machinery, his produc- 
tion lines, his labor, and his capacity for 
getting things out in a hurry? 





Ow 


Then, instead of just one or two models for 
that hungry dealer demand, you can get “‘to 
market, to market” with a complete line... 
ahead of the other fellow. 


And the cost factor may surprise you 


Of course, we can speak only for ourselves. 
But we’ve been in this contract manufactur- 
ing business for more than fifty years. And a 
lot of manufacturers, in that time, have 
found that we can not only integrate our 
production lines with theirs, but that we 
can sometimes even save them money against 
their own production costs. 


At any rate, it won’t cost you anything but 
the time it takes you to look into the possi- 
bilities that contract production may offer 
you. Why not find out why it may pay you 
to “Let Lewyt Do It’. 


* * * 


Write on your business stationery for 48-page book, “Let 
Lewyt Do It”—the story of the Lewyt organization in pictures. 
Lewyt Corporation, Dept. U, 60 Broadway, Brooklyn 11, N.Y. 





FOR MORE THAN 50 YEARS A CONTRACT MANUFACTURER ... EXPERTLY STAFFED TO PRODUCE COMPLETE ELECTRONIC AND 
MECHANICAL ASSEMBLIES, COMPONENT PARTS, SUB-ASSEMBLIES AND METAL PRODUCTS TO THE MOST EXACTING REQUIREMENTS 
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As it completes One Hundred Years of Transportation Progress... 


PENNSYLVANIA RAILROAD REPORTS 
FOR THE YEAR 1945 


INCOME STATEMENT 























INCOME: Year 1945 Comparison with 1944 
Berit isa fas fia. o.oo wt eee ee $603,561,529 D $70,833,779 
PAR OMONTIOR oe! ce 2a em he eee ices 258,864,371 D 1,940,611 
Operating Revenues... (Mail... 665 6 8 8 8 te 14,821,654 D 21,015 
REMNESS yo. 5-9) Cora fey Ae Ses ey SE ae 10,836,165 D 1,327,154 
ROMA more he 09214 oouasvrey 67 cs) eh iet eeon ee 48,369,692 I 560,058 
936,453,411 D 73,562,501 
Other Income—chiefly dividends and interest on securities owned *42,990,622 I 3,717,973 
MUN eae ctheric) Ginki et Sones) eile. @ Rear Tet ce Ws 979,444,033 D 69,844,528 
EXPENSES: 
Wperating PXpPenses. . 2... 6 2) 6 6 we FS Be ow 8 es 783,947,431 I 47,628,686 
SS ee eee Lid fon eid diets os eG ie verter hse wi pat treo neato 54,340,013 D 98,498,395 
Equipment and Joint Facility Rents... .........++8-. 10,985,428 D 901,265 
Rent for Leased Roads, Interest on Debt, etc. .......... 81,162,923 D 2,361,361 
MMR Me ee Soa NG fs 0g a) ay hse) SYR 4h oie errs eS Co te 930,435,795 D 54,132,335 
Sek MRRISTONIRE ef cetecnsi sales su sh el aha tier te een ieee ee 49,008,238 DD 115°7 12,193 
DISPOSITION OF NET INCOME: 
Appropriations to Sinking and Other Funds, etc. .......-. 3,680,996 I 436,438 
Retirement of Debt—Pennsylvania R.R. Co... ....2..+-42s tT D_ 18,767,970 
Dividend of 5% ($2:50ipershare) . . 2.1.2 sce eee we 32,919,385 _ 
Bier sat OGINe .: 5. Gps. sa are ecer6S, Mi wlael @ Hosea 12,407,857 I 2,619,339 





*Includes dividend of $5,000,000 (par value) in securities received from 


Pennsylvania Company. 


1$21,189,880 of debt was retired from current cash and other assets in1945. 


RESULTS FOR THE YEAR 

The high level of business that prevailed 
during the war years continued during 1945, 
the volume being the third largest in the 
Company's history, and exceeded only in 
1943 and 1944. 

Costs of operation constantly increased 
due to higher costs of labor and higher costs 
of materials. Operating revenues of the 
Company declined $73,562,501, caused by 
the cessation of hostilities and labor dis- 
turbances in some of the larger industries. 
Expenses of operation increased $47,628,686, 
including $41,395,479 to cover the unamor- 
tized portion of the cost of emergency facili- 
ties required for the prosecution of the war. 
The Net Income in 1945 was $49,008,238 
compared with $64,720,431 in 1944, a de- 
crease of $15,712,193. Notwithstanding this 
decrease in Net Income, dividends paid in 
1945 were maintained at the same rate paid in 
1944, 1943 and 1942—5% ($2.50 per share). 
TRANSPORTATION 
FOR THE FUTURE 


The country’s vast system of airways, 
highways and waterways will be expanded 





at the Government's expense, while all of 
the improvements for the railroads will be 
privately financed. The problems with which 
the railroads are faced as a result of the war 
should have intelligent consideration by 
state and national authorities wherever regu- 
lation restricts the opportunity for the rails 
to move forward. 


The railroads want no subsidy; they want 
equity. They are a heavily taxed industry 
competing with subsidized industries, and 
all they ask is equality of opportunity. 


As the railroads planned to meet the re- 
quirements of war, so they are planning for 
the opportunities of peace, and given a fair 
and equitable chance they will furnish the 
publicthe bestin freightand passenger service. 


TAXES 

The Pennsylvania Railroad Company dur- 
ing the war years paid in taxes and disbursed 
for improvements and repairs, to meet the 
war load a sum of money equal to the entire 
debt upon the property. A national railroad 
system without any debt would place the 
railroads in the same position as their com- 


petitors, as the Government furnishes a 
large amount of the capital for the water- 
ways, the highways and the airways. 


There was much deferred maintenance 
during the war period. The Interstate Com- 
merce Commission gave the railroads 
authority to create reserves to meet this 
situation. The taxation system, however, 
would not permit them to take any tax 
benefit on reserves so created, and money 
that should have been set aside for this pur- 
pose was taxed the same as other income. 
Deferred maintenance must, therefore, be 
paid out of post-war earnings, and the more 
the post-war earnings are siphoned off 
through taxation, the less will be the money 
the railroads can spend on rehabilitation 
and improvements. 

Railway taxes, after adjustment by tax 
credits of $24,443,381 for prior war years, 
together with Unemployment Insurance 
taxes of $12,741,141, and Railroad Re- 
tirement taxes of $13,802,891, aggregated 
$54,340,013. 


LEGISLATION 
To clarify the intent of Congress with 











respect to carriers subject to the Interstate 
Commerce Act, and to resolve any regula- 
tory conflicts with the Antitrust laws, Con- 
gressman Bulwinkle of North Carolina intro- 
duced a bill, H. R. 2536, known as the Bul- 
winkle Bill, which gives such carriers pro- 
tection from the Antitrust laws only to the 
extent that their acts and procedures have 
obtained prior Commission approval. The 
Bill was endorsed by the Interstate Com- 
merce Commission and numerous state 
commissions, and by public and commercial 
bodies and by shippers and_ producers 
generally. It was passed by the House by 
a large majority and now awaits action by 
the Senate. 


To insure consistent policies with respect 
to legislation, and the future efficiency of the 
transportation system, the Bill is worthy of 
the earnest support of the people, who have 
recently seen the vital importance to the 
nation of the ability of the carriers to work 
together in the public interest. 


FREIGHT AND PASSENGER RATES 


The railroads have done the war job with 
practically no increase in freight rates and a 
relatively small increase in passenger fares— 
2/10 of a cent per mile in basic coach fares 
and 3/10 of a cent per mile in fares good in 
Pullman cars. 


The year 1946 will be one of greatly in- 
creased cost of operation and maintenance 
with a decreasing business, and it is there- 
fore imperative to consider the need for 
increased railroad freight rates. 


The railroads were granted a 5% increase 
in freight rates, in May, 1942, which how- 
ever was suspended until six months after 
the war; but, as the situation appears to be 
developing, it will be necessary ies the rail- 
roads to petition the Interstate Commerce 
Commission for an increase greater than that 
under suspension, in order to meet greatly in- 
creased expenses and avoid deficit operation. 


Large expenditures must be made for the 
rehabilitation of the railroads. All of these 
necessities will require money in large 
amounts. Money requires credit, and the 
credit of the Company is very much affected 
by the rates at which the business is carried. 


REDUCTION OF FUNDED DEBT 

Maturities during the year amounted to 
$11,807,880, which together with other debt 
retired and canceled amounting to $9,382,000, 
made a total reduction of $21,189,880 in 
1945. This reduction was offset, in part, by 
the issuance of $16,290,000 Equipment 
Trust Obligations. 


In addition, as a result of refinancing of 
bonds and purchases from the public, other 
debt of System Companies was reduced 
$5,380,087. 

The debt of the System in the hands of the 
public was, therefore, reduced $10,279,967 
in 1945, making a net reduction of 
$148,670,000 during the last six years. 


REFINANCING OF BONDS 

The Company continued its policy of 
taking advantage of the prevailing money 
rates to refinance certain of its bonds, as well 
as those of its affiliated companies, and was 
able to make some very advantageous re- 


fundings, from which it will ultimately realize 
approximately $47,000,000 of savings. 


EQUIPMENT 

The ending of the war made it possible to 
acquire materials for construction of pas- 
senger cars, and there are under construction 
one hundred and twelve modern passenger 
train cars, of lightweight construction, of 
which ninety are being built in Altoona 
Shops, and twenty-two by an _ outside 
builder. They are the finest type ever to be 
built for the Company, and are especially 
designed for safety. 


Since the close of the year, orders have 
been placed with outside builders for the 
construction of two hundred and fourteen 
passenger train cars of which one hundred 
and fifty-nine are to be sleepers, for the 
improvement of the post-war passenger ser- 
vice on the railroad. 


Twenty-five of the largest and most 
modern steam freight locomotives and 
tenders were placed in service during the 
year. Orders were placed for fifty additional 
steam passenger locomotives and tenders 
and part of the order was delivered. One 
Diesel electric passenger locomotive was 
delivered during the year, and ten more 
were ordered. 


On December 18, 1945, the District Court 
of the United States for the Eastern District 
of Pennsylvania approved the sale by Pull- 
man Incorporated to a Buying Group of 
Railroads of all the outstanding stock of its 
wholly owned subsidiary, The Pullman 
Company, which owns and services the 
sleeping cars. 


The Pennsylvania Railroad Company, as 
one of the railroads in the Buying Group, 
has purchased from The Pullman Company 
142 lightweight sleeping cars assigned for 
service on its lines, as well as 123 regularly 
assigned parlor cars. 


RESEARCH 


The Company, always seeking through 
research in science and technology, through 
discovery and invention, to be in the fore- 
front of progressive improvement in railroad 
travel and shipping, has continued to move 
forward during the year. Through its own 
research staff, through the research labora- 
tories of the Association of American Rail- 
roads, and cooperatively with equipment 
manufacturers, the Company is alert in 
utilizing to the utmost improvements in the 
field of electronics, metallurgy, chemistry 
and engineering, which can be applied to 
increase the efficiency, comfort and safety 
of rail transportation. 


EMPLOYES 


As we come out of the war and enter the 
peace, it is a pleasure to acknowledge the 
efficiency and loyalty of the employes of 
the Pennsylvania Railroad and their devo- 
tion to duty. 


From the low ebb of the depression in 
1938, with a depleted force, the Company 
moved into the heavy traffic of the war, met 
the peak load of its history, both passenger 
and freight, and is moving into the recon- 
version era. The Management wishes to 
acknowledge the splendid way the employes 
served their Country and the Company by 





meeting successfully every emergency they 
were called upon to face. 


STOCKHOLDERS 

The growth and expansion of the Com- 
pany during the one hundred years of its 
existence is reflected in the number of share- 
holders, the shares outstanding and their 
distribution. When the Company was 
chartered there were 2,635 subscribers to 
the original issue of 60,257 shares of stock 
of the par value of $50 each, being an 
average holding of 22.87 shares by each 
subscriber. 


On December 31, 1945, there were 
214,995 holders of stock, and the number of 
shares outstanding had grown to 13,167,754. 
The average holding was 61.24 shares. 

M. W. CLEMENT, President. 
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After providing for operating expenses, interest, 
rentals and other necessary charges, over half the 
remaining income went to taxes. 





NET REDUCTION IN SYSTEM DEBT 
IN HANDS OF PUBLIC 





SIX YEAR REDUCTION $148,670,000 
(1940-1945) 
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There has been a steady and substantial reduc- 
tion of funded debt in the hands of the public, 
as this graph shows. Over the last six years the 
Pennsylvania Railroad System debt has been re- 
duced $148,670,000. 


PENNSYLVANIA RAILROAD 


BUY UNITED STATES 
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SWIFT EFFECT OF A COAL STRIKE 


Certainty of Slowdown in Key Industries If Steel Mills Are Closed 


Hope for a compromise on 
royalty, work-week and 
lunch-hour-wage issues 


A strike in the soft-coal mines, if it 
comes in April as now threatened, will 
have these immediate effects upon in- 
dustrial production: 

Steel mills, out of action for about a 
month during the recent steelworkers’ 
strike, will be forced to close quickly. 
Most mills will be caught with a small sup- 
ply of coal, and some may have to shut 
down within a week. The mills lost about 
20 days’ supply during the coal strike of 
last October, and have not had time to 
replenish their stock piles. 

Railroads will not be affected imme- 
diately. Their stock piles are above nor- 
mal, and most roads probably can operate 
a month or more on present supplies. 

Other industries, generally, will have 
enough coal for 30 days’ operation. How- 
ever, plants dependent upon steel again 
will have to curtail production or "i 
Automobile and electrical manufacturing 
industries, now recovering from their own 
strikes, would feel the steel pinch almost 
immediately and be forced to reduce 
production sharply. 

This threat of a new blow to reconver- 
sion, coming on the heels of an earlier wave 
of strikes, again would set the country 
back’in production of civilian goods. Soft- 





—Talburt in Washington News 
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coal output has been above average since 
January, but the backlog of coal would dis- 
appear in most industries within a month. 

Government moves to prevent a 
strike apparently are to be confined to 
conciliation, with seizure of the mines, if a 
strike comes, not immediately in the cards, 
The official view is that seizure will be 
less effective in ending a strike than it was 
during the war, when it was not always im- 
mediately effective. Twice during the war 
—in 1943 and 1945—the miners declined 
to return to work under Government op- 
eration of the mines until they received 
concessions from the Government. Presi- 
dent Truman is committed to using the 
seizure weapon sparingly. 

A compromise settlement of the issues in 
dispute between the operators and the 
United Mine Workers is hoped for before 
April 2. This is a key day, since the miners 
observe April 1 as a holiday, in commemo- 
ration of winning an eight-hour workday. 
The present contract expires March 31. 
Negotiations, however, have been delayed 
dangerously close to the strike dead line. 

Issues involved. Differences that have 
been keeping the operators and miners 
apart include the following union and em- 
ployer demands: 

A health and welfare fund. John L. 
Lewis, president of the miners’ union, is 
asking a royalty on all coal mined, to be 
paid into a fund to provide medical as- 
sistance, hospitalization and other bene- 





... Mr. Lewis also faced some threats 


fits for the miners. It is estimated that a 
royalty of 10 cents a ton on all coal mined 
—the amount Mr. Lewis demanded two 
years ago—would put about $60,000,000 
a year in the miners’ treasury. The oper- 
ators have shown no sign of yielding to this 
demand, although a compromise is possible. 

A shorter work week, at a_ higher 
hourly rate, has been another difficult issue. 
While the operators indicated in their 
early statements that they would consider 
a wage increase above the basic $l-an-hour 
rate which has been in effect since 1941, 
they made no specific offer. They countered 
the miners’ proposal of a five-day week 
with a suggestion that premium pay start 
at 40 hours instead of at 35 hours, as at 
present. A compromise may be worked 
out, calling for a five-day week with some- 
what higher hourly rates of pay to make 
up for some of the loss in take-home pay. 

Elimination of-lunch-hour pay was pro- 
posed by the operators. The companies ob- 
jected to the present system of paying 
miners for lunch time, which was won in 
connection with travel-time settlements 
made during the war. On their part, the 
miners want more travel-time compensa- 
tion for the miners who are paid on a 
tonnage basis. 

Those are some of the issues compli- 
cating the negotiations. Even if the Gov- 
ernment decides not to seize the mines, 
another threat hangs over Mr. Lewis. A 
protracted coal strike would increase senti- 
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ment in the Senate for restrictive labor 
legislation. At the moment a mild labor bill 
is awaiting its turn on the Senate floor. 


Behind the UAW Fight 


CIO’s United Auto Workers will be 
playing for high stakes when they elect 
a president at their Atlantic City conven- 
tion this week. Control of one of the na- 
tion’s most powerful unions is involved. 
The future course of the CIO will be 
affected. Behind the struggle for the presi- 
dency is a conflict between opposing brands 
of unionism. The outcome of the situation 
can affect CIO strike tactics, collective- 
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ummers in Buffalo Evening News 


BATTLE FOR SUPREMACY 





bargaining demands and political action. 

What it means. The behind-the-scenes 
story of the impending election and the 
effects it will have on UAW and CIO poli- 
cies shapes up as follows: 

Candidates. R. J. Thomas, UAW presi- 
dent, found ‘himself confronted with two 
possible rivals for his job as the convention 
opened. Walter P. Reuther, union vice 
president and leader of the General Mo- 
tors strike, was boomed openly for the 
post. Backstage, another group was urging 
George F. Addes, up to now a Thomas 
supporter, to become a candidate. Mr. 
Addes now is secretary-treasurer. A vic- 
tory for any one of these candidates would 
send the union down different paths. 

A Thomas victory would mean that the 
union would continue to follow the politi- 
cal-action and collective-bargaining ideas 
of CIO President Philip Murray. Mr. Mur- 
ray, the Steel Workers’ president, and Mr. 
Thomas, heading as they do the two larg- 
est CIO unions, can swing enough votes 
in CIO conventions to control policies. 

Mr. Thomas believes in orthodox trade- 
union practices. He did not favor the 
methods used by Mr. Reuther in the Gen- 
eral Motors strike. Re-election of Mr. 
Thomas would be interpreted by him as a 
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repudiation of the Reuther policies and a 
mandate to return to more standard tactics. 
Also, Mr. Thomas could be expected to 
strive to keep the UAW in the Democratic 
Party column as long as Mr. Murray lends 
his political support to that party. 

A Reuther victory could be expected to 
make the UAW more militant in its strike 
policy and in its demands on employers. 
In the General Motors strike, Mr. Reuther 
went beyond customary practice when he 
demanded to see the company’s books, in- 
sisted that wage increases be based on 
ability to pay, and demanded that no price 
relief be granted to compensate for a wage 
increase. In the field of politics, many of 
Mr. Reuther’s followers favor establish- 
ment of a farmer-labor party. Mr. Reuther 
might be a less enthusiastic supporter of 
the Democratic Party in the next cam- 
paign than Mr. Thomas. 

If Mr. Reuther wins, it would be a 
severe blow to Mr. Murray’s leadership in 
the CIO. Their differences reached a cli- 
max in the General Motors strike. Mr. 
Reuther reportedly condemned Mr. Mur- 
ray’s steel-strike tactics in closed union 
meetings. When Mr. Murray summoned the 
UAW vice president for a showdown be- 
fore the CIO executive board recently, 
Mr. Reuther was “too busy” to attend. 
Those who did go reported that Mr. Mur- 
ray had some uncomplimentary things to 
say about Mr. Reuther. 

An Addes victory would bring more ag- 
gressive strike methods, but the type of 
demand would be the “standard” union 
wage proposal, rather than Mr. Reuther’s 
“modern” ideas. He would support Mr. 
Murray’s CIO program more closely than 
would Mr. Reuther. The Addes faction, in 
the past, has included the Communist Party 
followers, as well as many non-Commu- 
nists who favor militant union action. Mr. 
Addes reportedly has attacked the Com- 
munists on some issues recently, however. 

Weight of Communists. The Com- 
munists in the UAW, although a small 
group numerically, could exert consider- 
able influence on the Union’s future course. 
Whichever faction they help in the future 
would find them pressing for more violence 
in strikes and for use of city-wide demon- 
strations and general strikes. They would 
try to swing the Auto Union into a Com- 
munist-led party for the 1948 presidential 
campaign and would try to strengthen 
the left-wing bloc of the CIO itself. 

It appears that employers can expect 
more militancy in strikes and collective- 
bargaining demands in the event either 
Mr. Addes or Mr. Reuther wins. Mr. Mur- 
ray would find Mr. Addes more co-opera- 
tive than Mr. Reuther, but election of 
either might change the course of the CIO. 
That is why Mr. Murray is concerned over 
UAW factional politics. 


Cannery Strike 


A jurisdictional quarrel between two 
unions is threatening to bring a heavy re- 
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An F. W. Dodge survey in the last 
normal building year found that 
nearly 7 out of 10 new-home-build- 
ing families read Better Homes & 
Gardens magazine regularly. 


Which means simply that when 
people reach the active homemak- 
ing stage, they become BH&G 


readers. 


What does that tell you about the 
entirely new value of Better Homes 
& Gardens for you when more 
people than ever before in history 
are reaching the active home- 
making stage right now? 


CIRCULATION OVER 2,650,000 
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" —and no place tixe oetter Homes 
& Gardens to sell everything that 
goes into homes 
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"WE HELPED SAVE 





“Listen! I'm desperate. 
My hay is ready for 
baling —60 acres of it — 
and | can't locate wite 
anywhere. | need help 
right now!” 


HIS Chay.” 
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“Help that works is help that counts most” 


President, Prairie Farmer and WLS 


“Lincoln Land’”’ folks 


know they can depend on us... 


"Last summer, 


sin, 


a subscriber near Delavan, Wiscon- 
called Prairie Farmer—WLS to say his hay was 


ready to bale but he could not get baling wire. He 
had contacted every possible source of supply in 
three counties and Milwaukee and Chicago. His 
critical situation was all it took to start us 
into action. I quote from his letter of the next 


day, 


‘Within one hour after your WLS announcement 


7 offers of wire were received -- enough wire to 


bale over 11,000 bales of hay! 


It takes just such 


an occasion for a fellow to realize and appreciate 
how valuable your help really is'." -- B.D.B. 


HIS IMMEDIATE RESPONSE to a request for help— 
listeners’ immediate response to our broadcast 
appeal—these make one more piece of evidence of 
the way friendship works in “Lincoln Land.” This 


Where 
14,000,000 
People 
Mean 


Business 


man knew Prairie Farmer-WLS were 
his friends and thousands more feel 
the same way about us. It is worth 
any manufacturer’s while to be in- 
troduced to his ‘‘Lincoln Land”’ pros- 
pects by Prairie Farmer-WLS. 








Later Week 


duction in canned-food supplies at a time 
when this country is being called upon to 
share its food supplies with starving peo- 
ples abroad. This dispute has resulted in a 
strike of AFL teamsters at California can- 
neries. 

The Teamsters Union is at odds with 
the CIO’s Food, Tobacco, Agricultural and 
Allied Workers over collective-bargaining 
rights at the canneries. The seasonal na- 
ture of the industry has complicated ef- 
forts of the National Labor Relations 
Board to settle the issue by a collective- 
bargaining election. 

Election mix-up. Normally, when such 
a jurisdictional dispute occurs, NLRB 
orders an election to determine which 
union shall be given exclusive rights to 
represent the workers. That kind of elec- 
tion was held last autumn, and the CIO 
Union won in a majority of the plants. 
The AFL Union, which held closed-shop 
contracts for the plants, protested, and 
NLRB set aside the election. It was dis- 
covered that in some cases eligible em- 
ployes did not realize that they were 
eligible to vote. 

The teamsters struck on March 1 when 
their contracts expired. Farmers’ trucks 
were stopped on roads leading to the 
plants, and CIO members were barred 
from work. As a result, officials report that 
a large spinach crop has been lost and 
a good portion of the asparagus crop 
will be ruined if the blockade is not lifted 
soon. 

Seasonal difficulties of the industry 
make it impossible, according to NLRB 
officials, for the NLRB to hold a new elec- 
tion until June. The plants reach their 
peak employment at that time. Employers 
who tried to sign new contracts with the 
Teamsters to end the strike were told by 
NLRB that signing a closed-shop contract 
in the face of an impending election might 
be held to be in violation of the Wagner 
Act. 

Secretary of Labor Lewis B. Schwellen- 
bach has sought to arrange a compromise 
between the two unions so that, the re- 
sumption of food production might be 
permitted. 





New Strike Bill 


A mediation bill containing one clause 
restricting union activity now is pending 
before the Senate. The Education and 
Labor Committee voted to prohibit inter- 
ference by union members with the trans- 
portation of farm products to market. 
Otherwise, the bill is devoted to creation 
of a mediation board to handle labor dis- 
putes. 

The legislation is a mild substitute for 
the House-approved Case bill, with its 
further restrictions on unions. The legisla- 
tion that finally emerges from a Senate- 
House conference committee will be a 
compromise. 
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—___. Question —— 
of the Week 


Reg. U.S, Pat. Off. 


Do you think that profits of indus- 
try as a whole will be curtailed in 
1946 as a result of the new wage- 
price formula? 


To present the opinions of business 
executives on the effect of the wage- 
price policy on industrial profits, The 
United States News asked members of 
this group the preceding question. 

Answers were presented last week. 
Others are printed herewith. 


Ralph E. Flanders 


Springfield, Vt.; President, Jones & Lamson Ma- 
chine Co.; President, Bryant Chucking Grinder 
Co.; Director, Boston Federal Reserve Bank, 


answers: 

There is a strong possibility that profits 
as a whole will be curtailed, but, if so, it 
will not necessarily be because profit mar- 
gins as a whole are directly affected. This 
isa possibility. A strong probability, how- 
ever, is that the distortion in price struc- 
ture resulting from the endeavor of OPA 
to do more than it can, or should, will re- 
sult in a continuing and increasing slowing 
up and confusion which will affect indus- 
tries whose over-all price situation presents 
no problems. If OPA endeavors to cover 
too broad a field, and if it endeavors to set 
and police prices in all the stages of manu- 
facture and distribution of this too broad 
field, it will do harm to productive ca- 
pacity where conditions are not funda- 
mentally unsound. 


Julius H. Parmelee 


Washington, D. C.; Director, Bureau of Railway 

Economics, Association of American Railroads, 
answers: 

Yes. In business undertakings, a definite 
relationship exists between unit operating 
costs and unit sales prices. When the rela- 
tionship is disturbed, whether through the 
normal functioning of economic forces or 
by the exercise of artificial Government 
controls, profits are affected. 

The current attempt under Government 
auspices to increase wages (a large seg- 
ment of operating costs), without a com- 
pensating increase in prices, will almost 
surely narrow the margin of profit, and 
retard the return to full production, which 
is the principal factor that will offset in- 
creased wage costs. 


Saul Cohn 
PhiladelpMia, Pa.; President, City Stores Co., 


answers: 

We would not care to venture a guess on 
the profits of industry “as a whole,” be- 
cause this involves industries which we do 
not follow. If this question is confined to 
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D= your plant have adequate fenc- 
ing? If not, you will want to con- 
sider the economical, long-lived protec- 
tion which Cyclone Chain Link Fence 
can provide. 

Cyclone construction is tough and 
sturdy. Its design keeps the entire fence 
taut and true. And special features pre- 
vent the posts from getting out of align- 
ment, the rails from buckling, or the 
gates from dragging. 

If you need fencing now, our factory- 
trained engineers are available to assist 
you—without obligation—in planning the 
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*Secret Service section of 
the Treasury Department. 


proper type and location of fencing and 
gates to serve you most efficiently. 

In any event, you will want our 32- 
page book, “Your Fence”. It’s full of 
useful data on the many types of U-S-S 
Cyclone Fence. Gates, Wire Mesh Par- 
titions and other property safeguards. 
It’s yours for the asking—just send the 
coupon below. 


CYCLONE FENCE DIVISION 


(AMERICAN STEEL & WIRE COMPANY) 
Waukegan, Illinois - Branches in Principal Cities 
United States Steel Export Company, New York 









Clip this coupon—and send it to: 
Cyclone Fence, Waukegan, ill. Dept. E36 
We'll send you our free, 32-page book on fence. 












It’s full of facts, specifications, illustrations. 
Shows 14 types of fence. Before you choose any 
fence for your property, get the facts about Cyclone. 
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QUICK DELIVERY 


OF 
DOUBLE AA 
BRAND 


ALUMINUM CASTINGS 


a 


Walton Plant 


TWO MODERN PRODUCTION FOUNDRIES 
’ | 
Our two Detroit 
plants, geared to 
high levels of 
wartime produc- 
tion, can supply 
your needs with 
highest quality 
heat-treated 
aluminum alloy 
castings. 


Jr ANY PRODUCT you manufacture requires 
aluminum castings—either sand or permanent mold— 
we solicit your business. 


America’s finest heat-treated, laboratory-controlled 
Aluminum Alloy castings, produced in our two modern 
production foundries, will meet your most exacting 
requirements in quality, quantity or price. 

Complete facilities and men with skill and experience 
are prepared to solve your casting problems. 


LABORATORY CONTROLLED 
HEAT-TREATED CASTINGS SAND & PERMANENT MOLD 
Ray Day Pistons Since 1925 











Question of, the Week 


the distributive field, the following repre- 
sents our viewpoint: 

First, the preticketing of merchandise 
and the effect of OPA pricing policy have 
already begun to show their effect in the 
last few months by reducing the gross 
profit on goods. Second, the labor pattern 
has resulted in increased costs of operation, 
generally. Finally, the question can be an- 
swered only if we could measure the extent 
to which the consumer-goods markets will 
furnish the supply required for demand. 

Profits have a tendency to drift lower 
as a result of restrictions in the markup of 
goods and in the increased costs of serv- 
ices, including also the restoration of 
services. Retailers intend to increase vol- 
ume to a point where it will at least offset 
the conditions above outlined. 





Earl Constantine 


New York, N.Y.; President, National Asso- 
ciation of Hosiery Manufacturers, 
answers: 

The wage-price formula is so designed 
as to offer “wage relief” without, in effect, 
offering commensurate “profit relief.” It 
will encourage wage demands and con- 
cessions which management will have to 
absorb, and, therefore, profits will shrink. 
This fact is clear in the statement of the 
new Administrator of OPA, who says, 
“Whenever any industry can show that its 
earnings are below peacetime levels, it 
gets a price adjustment.” This is neither a 
fair nor a realistic measuring stick, and it 
will not provide needed profit relief. 

The wage-price formula gives the ap- 
pearance of applying to all industries what 
the Administration found it necessary to 
concede in the case of the steel industry, 
but, actually, it leaves other industries 
substantially where they were before. 


Floyd Rose 
McKeesport, Pa.; Chairman of the Board, 
Firth Sterling Steel Co., 

answers: 

In the immediate future we will have to 
go through more or less confusion before 
we reach the stage where we can make pre- 
diction for industry. Industry, as a whole, 
will have to watch carefully for the first 
six months of 1946 in order to decide what 
line of their manufactured products they 
are able to produce at the figure that meets 
competition. 

The first half of 1946 can then be used 
as a barometer for putting the pressure on 
production for the second half, which, in 
my opinion, will show profits below prewar 
times. The permissible increase in the tool- 
steel industry which was authorized by the 
OPA will not show a balance when com- 
pared with the increase in labor rates put 
into effect last month. 

The productivity and efficiency of an or- 
ganization will have the last say. 
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For ALL SHIPPERS—the Union 
Pacific Railroad provides . . . 


A Strategic Middle Route that unites 
the East with the Mid-West, Inter- 


mountain and all Pacific Coast states. 


Modern operating facilities, equip- 
ment and motive power include the 
famous “Big Boys,” super-powered 
locomotives designed to meet indus 
try’s heaviest demands. 

Union Pacific also has long been re- 


nowned for its well-ballasted steel 
highway, specially constructed for 




















Sun Valley MINNEAPOLIS 
STPAUL 


—/ 


0 
ciry 
SAN FRANCISCO a a © STJOSEPH 


CHICAGO 
¢ 


Ox 
Q 
ST. LOUIS 





smooth, safe operation of freight 
traffic at high speed. 


General agency offices are located in 
metropolitan cities, coast to coast, with 
a staff of experienced traffic men 
trained to assist you and other ship- 
pers in effectively meeting your trans- 
portation problems. 


For dependable, on-the-job freight 


service— 


pied eo 


* Union Pacific will, upon 
request, furnish infor- 
mation about available 
industrial and mercan- 
tile sites in the territory 


= it serves. Address Union 
pee, Pacific Railroad, Omaha, 
Nebraska. 
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(This article represents the result of an 








Special eport. 


Survey of transportation 
and resort possibilities 
for United States tourists 


This year’s vacation presents new diffi- 
culties for the millions of Americans who 
will be on the go in the coming months. 
The days of carefree touring have not re- 
turned, and vacationers are finding that 
they must plan their trips carefully, well 
in advance. 

Those now planning ahead find that 
transportation is hard to get, but getting 
a place to stay is the real bottleneck. 
Prices generally are higher than before 
the war. Vacationists are to discover also 
that their incidental expenditures are 
greatly increased, while accommodations 
and service have not returned to prewar 
standards. 

Nevertheless, more Americans will be 
visiting the nation’s beaches, mountains, 
lakes and woods than in any year since 
booming 1929. Travel executives predict a 
$9,000,000,000 vacation trade, compared 
with $7,000,000,000 in 1929. 

Transportation possibilities now open- 
ing up to these millions of people include 
the following: 

Automobiles, released from gasoline ra- 
tioning since last summer are again the 
first choice of transportation for many 
vacationists. Despite bad tires and run- 
down engines, some 58,000,000 Americans 
will take to the open road this year. By 
midsummer, around 1,000,000 families will 
have new cars. More new tires will be 
available then, and repair shops will be 
better staffed. 

Vacationists traveling by car are warned, 
however, that overnight sleeping accommo- 
dations will be hard to get throughout 
the United States. Even today, a motorist 
who has not made reservations must stop 
driving by 3 or 4 o'clock in the afternoon 
and start looking for a place to sleep. 

Trains will be hauling fewer returning 
servicemen by summer. All Pullman cars 
_are back in civilian service now, and rail- 
road officials predict that they will be 
able to handle the rush of tourists after 
June 1. 

Ships for tourists are scarce. At present, 
passenger service in the Pacific still is un- 
der Navy control. No luxury liners or 
cruise ships will be operating in the At- 
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1 extensive research on a topic of out- 


standing importance in National Affairs.) 


WHAT 1946 VACATIONIST FACES: 
SHORTAGES, CROWDS, HIGH PRICES 


Need for Careful and Early Planning of Travel and Accommodations 





—TWA 


TO VACATION RESORTS BY PLANE 
. «- most Americans will pick one site and stay there 


lantic this summer, but some of the big 
liners will be reconverted and sailing again 
by early autumn. By next winter, all lines 
will be offering their usual service. 
Airplanes, meanwhile, are carrying 


many tourists who ordinarily would travel 
by ship. Flights out of New York, Balti- 
more and Miami have been stepped up to 
meet tourist demand. 

The air lines hope to increase their tour- 





TO HAWAII BY BOAT 
- « . certain restrictions still face the vacationer 
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ist trade, both inside and outside the 
United States, by offering all-expense 
tours. “Circular” tours of this country are 
projected for two or three-week vacations 
at costs running from $200 to $800. 

Where to go is a harder question than 
how to get there. Every vacation spot in 
the Western Hemisphere is looking for- 
ward to a crowded season. Already, vaca- 
tionists are settling for their second or 
third-choice vacation spots, because of 
crowded conditions. 

In the U.S., resort officials look for 
more staying guests. Before the war, many 
Americans planned to stop at three or four 
places during a vacation, but this year 
they are expected to pick one site and 
stay there. 

Southern resorts, winding up a record 
winter season, are looking for more visitors 
in the late spring and summer. There are 
indications that some areas, such as Miami 
Beach, will not make their usual reduction 
in rates for off-season visitors. 

Seashore accommodations will be hard 
to get all along the coasts. East Coast re- 
sorts expect heavy demands from nearby 
city dwellers who will be wanting to avoid 
long trips this’ summer, and West Coast 
resorts are already booked to capacity. 


accommodations. All prewar Rotels, board- 
inghouses and resorts will be open, and 
several hotels which were closed during 
the late 1930s will be reopened. 

North woods of Wisconsin, Minnesota 
and Michigan kept most of their resorts 
open on a limited scale during the war and 
are ready for full-scale operation. One 
northern Wisconsin resort was booked up 
for the whole season by January 1. Man- 
agers are looking forward to increasing 
year-around operations as a result of the 
successful 12-months operation of one 
north-woods resort built around a ski slide, 
with train and plane service from Chicago, 
Milwaukee and the Twin Cities. 

Travel abroad, with Europe cut off 
during the war, is luring increasing num- 
bers of Americans to neighboring coun- 
tries. 

Europe will not be a feasible vacation 
place this vear. Available sailings are 
booked up months ahead by Americans 
traveling on business and family matters. 
This vear’s food shortage and the slow job 
of rebuilding cities and transportation will 
keep Europe off the tourist’s list for an- 
other two or three years. 

Canada, however, is looking for 20.- 
000,000 tourists from the U.S. this sum- 





TO THE MOUNTAINS BY AUTO 
. - - 58,000,000 tourists were warned 


Mountain resorts, more remote from 
centers of population, however, are open- 
ing up with the expectation of outdoing 
their prewar business. Hotels, lodges and 
camp grounds in the Great Smoky, Yellow- 
stone, Rocky Mountain and other national 
parks are ready for guests. The 27 national 
parks expect 9,000,000 visitors. Travelers 
are warned to make reservations well in 
advance. All roads are open, and bus serv- 
ice from railroads is to be resumed. 

Lakes and mountains of New England 
and upstate New York, winding up a rec- 
ord winter sports season, are looking for- 
ward to a record summer with added 
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mer, despite a critical housing shortage. 
The Canadians are encouraging camper 
tourists bent on roughing it with their 
own bed rolls and tents. All national and 
provincial parks will be open, but cars 
entering the parks must stand a rigid in- 
spection as a safeguard against break- 
down in an isolated area. 

Alaskan Highway is not ready for tour- 
ists. Travelers still must get a special per- 
mit at Edmonton, and carry their own 
supplies of gasoline. No women or chil- 
dren are allowed. 

Alaska, itself is not shouting for tour- 
ists, either. Steamship and air travel is 








FRANK PIERCE... 
He’ll Make the 
Future Bright! 


This is the story of Frank Pierce, a 
man you’ll want to know because 
he is typical of the men who are 
going to work in the South’s new 
factories. 

Frank is married, has two chil- 
dren, owns his own home. But the 
thing that makes Frank really typ- 
ical is his man-to-man: attitude 
toward the world. He expects to 
work for what he gets. 

Intelligent, skilled, reliable, 
Frank . . . and the men who live 
“next door” ... speak the same 
language, share the same customs 
and traditions. 

For confidential reports on in- 
dustrial sites write J. A. Senter, 
General Development Agent, Nash- 
ville, Tennessee. 


THE NASHVILLE, CHATTANOOGA & ST. LOUIS RAILWAY 
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—that’s what the bulldozer aims to give. And to do a good 
job, it requires controls of equally agile, tough-minded 
wire rope—the kind that experienced contractors get by 
specifying Preformed Yellow Strand. 


% Any rope-using machine works more smoothly, more 
economically; with preformed limberness added to traditional 
Yellow Strand stamina. Men stay on gainful production 
when rope winds evenly on drums, resists kinking and 
whipping, puts off replacement delays. Patented Yellow Strand 
Braided Safety Slings provide similar time-saving 
advantages on important field and factory lifts. 
On schedules that could stand a hearty shove, write 
Yellow Strand into your instructions—both Preformed 
Wire Rope and Braided Safety Slings. 


Broderick & Bascom Rope Co., St. Louis 


Branches: New York, Chicago, Houston, Portland, Seattle. Factories: St. Louis, Seattle, Peoria 


YELLOW 
STRAND 





PREFORMED WIRE ROPE e BRAIDED SAFETY SLINGS 
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Special Report 


available, but vacationing probably will 
be limited to the southeastern section 
around Juneau. 

Hawaii has no restrictions on tourists, 
hut transportation to the Islands is hard 
to get and available accommodations are 
being taken up by servicemen’s families. 

Bermuda rates are increasing, in prep- 
aration for the big Easter season. Hotels 
that quoted $16 minimums last autumn 
are asking $20 now. Accommodations in 
Bermuda, however, are expanding. Two 
or three large hotels have reopened and 
more guest houses are being prepared for 
visitors. 

Caribbean resorts are catching the 
overflow from crowded beaches in Florida. 
Tourist business is booming in Cuba, Nas- 
sau and the Bahamas, and prices are high. 
America’s possessions, Puerto Rico and 
the Virgin Islands, are less crowded and 
prices are still reasonable. They have no 
luxury resorts. Fair to good hotel accom- 
modations can be had for $5 to $7 a day. 





Mexico is enjoying a tourist boom. 
Cheap prices of prewar days have disap- 
peared. Hotels that rented a suite with 
meals for $3 or $4 during the 1930s now 
charge $18 or $20 for a double room. A 
new hotel on the beach at Cartagena was 
packed soon after it opened. The new in- 
land resort of San Jose Purua also keeps 
full. Air, rail and road connections from 
the United States are reasonably good. 

Pan-American Highway is open as far 
as Oaxaca in Southern Mexico, and travel 
is feasible. Construction still is under way 
near the Guatemalan border. In another 
year or two a tourist will be able to drive 
from the United States to the Panama 
Canal. 

Central America and South America 
are almost as crowded as U.S. resorts. 
Despite new hotel construction in several 
countries, an increasing exchange of tour- 
ists among Latin countries has kept ac- 
commodations full. Travel from the United 
States to Latin America, as to the Carib- 
bean, is almost exclusively by air. The few 
ships available are booked far in advance, 
and schedules are uncertain. 

This summer’s jam results from two 
main factors. The housing shortage has 
crowded hotels and rooming houses, and 
forced residents of many areas into motor 
courts and other transient accommodations 
as permanent occupants. In addition, the 
burst of vacationing that followed V-J 
Day, and that has not let up, gave many 
resorts an unseasonable rush of business 
which prevented renovation and improve- 
ments. Until the housing shortage eases, 
few new resorts, hotels and motor courts 
will be permitted to be built. 

Normal vacations on the prewar pat- 
tern thus will not be possible for another 
two or three years. Operators of vacation 
places, in fact, appear to be assured of a 
booming business for at least five years. 
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Weve Been L\skeel: 
ABOUT JOBLESS-PAY RULES 


Changes in postwar conditions are bring- 
ing changes in policies on payment of 
unemployment-insurance benefits. Unem- 
ployed workers often are given more lee- 
way in turning down jobs as “unsuitable” 
while drawing unemployment pay. This is 
the situation that exists as labor shortages 
continue in certain industries and occupa- 
tions despite large-scale unemployment. 
Latest figures show more than 3,200,000 
persons drawing unemployment compen- 
sation, nearly 1,500,000 of them veterans 
of World War II. 

The end of the war brought many new 
unemployment-insurance problems. Many 
persons acquired new skills in war work, 
and are unwilling to return to their old 
jobs at smaller pay. They prefer to wait 
and, while drawing small unemployment 
checks, to “shop around” for better jobs. 
Others worked at jobs requiring less skills 
during the war, and now want to return 
to their former occupations. And thousands 
of veterans learned new skills in the Army 
and Navy, which they want to use in 
new civilian jobs. 


How is “suitability” of a job deter- 
mined? 

Many factors are involved in deciding 
what is a suitable job, and when an unem- 
ployed worker should lose his unemploy- 
ment payment because he refuses to accept 
a certain job. Consideration is given to 
the worker’s customary occupation, to the 
wages of the old and the new job, and to 
how long he has been out of work. During 
the present adjustment period, the tend- 
ency usually is not to press a person to 
take a lower-type job if there is a reason- 
able chance that he will be able to find 
work that will use his higher skills. 


Who decides when a job is suitable? 
State unemployment-insurance agencies de- 
cide. And, since each State has its own 
unemployment-insurance laws, there is 
considerable difference in their applica- 
tion. But certain basic principles are laid 
down by the federal Social Security Act, 
and by State regulations. 


Suppose a man has done more than 
one type of work? 

Then his customary occupation usually 
would be the one at which he has devel- 
oped his highest skills. This might not be 
his last job. Take, for example, a man who 
left a job as traveling salesman to become 
a machine operator in a war plant. He 
could consider himself a salesman, and 
not a factory worker. And he could ex- 
pect time to look around for a sales- 
man’s job, while drawing compensation, 
even though there were openings for ma- 
chine operators. 
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Or suppose a man had worked six years as 
an apprentice machinist, and 10 months 
as a regular machinist. He usually would 
not be expected to go back to apprentice 
rating if there is a chance for the higher- 
rated work. Similarly, a truck driver who 
has become an automobile mechanic could 
consider the latter as his customary occu- 
pation. Present emphasis is on letting such 
workers look for jobs requiring their higher 
skills, rather than cutting them off from 
unemployment pay for refusing to take 
less skilled jobs. 


What if a job pays lower wages? 
A job can be suitable even though it pays 
less than the worker’s last position. The 
general rule is that it would not be con- 
sidered suitable if the pay were below the 
prevailing rate for similar work in the lo- 
cality. But an unemployed person usually 
can refuse a job that is far out of propor- 
tion to his previous earnings. 
How long can compensation be 
drawn? 
This varies with individual States, with the 
maximum being 26 weeks, except for vet- 
erans, who can get a maximum of 52 weeks 
under the GI Bill of Rights. However, per- 
sons getting benefits under State laws are 
likely to find the rules for suitability of 
jobs they can turn down become tighter as 
their unemployment: continues. If they 
cannot find work after a few weeks, they 
may lose their unemployment pay when 
they turn down a less skilled job or a job 
that pays less. 


What are the rules for veterans? 
Eligibility of veterans also is determined 
by their State unemployment agencies, 
even though their payments ultimately 
come from the Federal Government. Gen- 
eral rules to be followed on unemployment 
compensation for veterans are written into 
the GI Bill. They, too, are supposed to 
lose their payments if they refuse to ac- 
cept suitable work or do not report weekly 
to the U.S. Employment Service. 


In practice, a liberal interpretation usually 
is put upon jobs that a veteran can refuse 
as unsuitable without losing his compensa- 
tion. For one thing, he is given an oppor- 
tunity to look for work employing skills he 
acquired in service, rather than returning 
to a lower type of work that he did before 
induction. And he usually can count on a 
period of “adjustment” before being ex- 
pected to give up his unemployment pay. 
In some States, veterans who acquired 
coverage under State laws before enter- 
ing the service can draw State pay- 
ments after their GI Bill coverage has 
been used up. 








THE ROYAL STEWART TARTAN... 


a design in brilliant red and subdued 
blue and green, reflects the dig- 
nity of Walter. founder of the clan. 


“It’s Been 
the Flavour” 


since 1830, that has built for 
Teacher's its loyal clan of fol- 
lowers these past 116 years. 
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RUSSIA‘S MOVE IN ARGENTINA 


Possible Damage to U.S. Market if Soviet Trade Mission Succeeds 


Need for farm machinery 
and oil from U.S.S.R. as big 
inducement to Peron regime 


Argentina and Russia are attempting to 
get together. A Russian delegation is about 
to begin negotiating a trade agreement in 
Buenos Aires. If these negotiations suc- 
ceed, an exchange of diplomats may follow. 

Although the economies of both coun- 
tries are based primarily on agriculture, 
trade experts believe an agreement may be 
reached on deficit, or noncompetitive, 
products. U.S. and British interests may 
suffer, and the breach between this coun- 
try and Argentina may be widened. 

Russia needs a number of commodi- 
ties which Argentina produces in abun- 
dance. The Russian trade delegation, sent 
out by Foreign Trade Minister A. Mikoy- 
an, is expected to discuss these items. 

Hides were the largest item in Argen- 
tina’s small prewar trade with Russia. 
Recently. Argentina has expanded her tan- 
ning industry. Russia is in the market for 
both hides and leather and would like to 
get them in Argentina. Quebracho extract, 
a tanning agent produced in Argentina, 
also is desired by Russia. 

Cannéd meat is needed to piece out 
Russia’s deficient beef supplies. 

Wool is imported by the Soviet Union. 
Argentina has wool and wants to sell it. 

Linseed and linseed oil, which Argen- 
tina produces in large volume, are in short 
supply in Russia because war laid waste 
large areas in the flax-growing region. In 
Russia, linseed oil is an important article 
of food. 

In attempting to obtain linseed and lin- 
seed oil, Russia will run up against a U.S. 
contract, running to the end of 1946, for 
the purchase of Argentina’s entire ex- 
portable surplus. The U.S. negotiated this 
contract as purchasing agency for the 
Combined Food Board, which allocates ex- 
portable food supplies among this country, 
Canada, the United Kingdom, and the 
countries of Northern and Western Europe. 
Argentine producers are holding back their 
linseed because they consider the contract 
price too low, but negotiations now under 
way in Buenos Aires are expected to result 
in a price increase and resumption of sales. 

Cattle and horses for breeding purposes 
are another Russian need which Argentina 
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Acme 
TRADE MINISTER MIKOYAN 
. a satisfactory deal? 


can fill. Russia is short of them as the re- 
sult of losses during the collectivization of 
farms and during the war. 

Argentina wants many commodities 
which Russia possesses. Many of them are 
in short supply, but Russia may be willing 
to release some in order to close a deal. 

Oil is so short in Argentina that some 
transportation facilities are crippled. Rus- 
sia has oil, but her policy has been to ex- 
port it only when she could gain special 
advantages by doing so. 

Farm machinery produced in Russia is 
considered good, and that country for- 
merly exported it to neighboring countries. 
Argentina needs farm machinery badly 
and is unable to fill her requirements in 
the United States, Canada and the United 
Kingdom. / 

Insecticides, caviar and motion-picture 
film, formerly exported by Russia to Ar- 
gentina, are expected to figure in the ne- 
gotiations. 

Modern military equipment is on Ar- 
gentina’s “want list.” She is proud of her 
armed forces, but dissatisfied with their 
inferior equipment. Other Latin-American 
countries are buying up-to-date equipment 
from the U.S., but Argentina cannot get it 
here. Russia has modern materiel, both of 
her own manufacture and of Lend-Lease 


origin. The release of large quantities is 
not believed to fit in with Russia’s military 
plans, but she may let Argentina have 
some of it. This would satisfy Argentine 
pride and make neighboring Latin-Ameri- 
can countries uneasy. 

Agreement between Russia and Ar- 
gentina, diplomats say, would seem 
strange. Argentina never has recognized 
the Communist regime in Russia. Argen- 
tina is considered to have been an Axis 
espionage center during the war; she is ac- 
cused of harboring Nazi agents, and pro- 
Nazi sympathies are attributed to Col. 
Juan D. Peron, the apparent President- 
elect. Trade relations between the two 
countries have been slight since Argentina 
ousted a Russian purchasing mission in 
1931, because of subversive activities. 
Colonel Peron and other Argentine leaders 
have spoken out from time to time against 
Russia. And Russia opposed Argentina’s 
admittance to the UNO. 

Yet Argentina, in recent months, has 
permitted the Communist Party to come 
above ground, and now she has admitted 
a correspondent of Tass, Soviet news 
agency. 

Benefits for both countries could re- 
sult from a trade agreement and _ subse- 
quent diplomatic relations. Many officials 
believe that Generalissimo Stalin and Colo- 
nel Peron will be willing to overlook their 
differences if they can drive a good bargain. 

For Russia, the benefits might include 
a market for heavy industrial products, 
access to pastoral commodities which she 
needs, and the further extension of Com- 
munist penetration in Latin America. 

For Argentina, the benefits would be 
acquisition of desired materials and the 
opening of a virtually new market for im- 
portant products. 

Both countries would gain advantages 
in their position with reference to the two 
big democracies. The U. S. and the United 
Kingdom have large investments and im- 
portant trade interests in Argentina. The 
U. S. is at outs with Colonel Peron. Both 
the U. S. and the United Kingdom are in 
a difficult position in relation to Russia. 

Chances that the trade negotiations will 
succeed are considered about even. But if 
a satisfactory deal is worked out, and if 
diplomats eventually are exchanged, U. S. 
political and economic interests are expect- 
ed to suffer. 
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N BLINDING storm OF fog, pilots now 
come in safely on a magic electronic 
“runway” formed by two radio beams 
reaching many miles out from — 
airports. This instrument _ om: 
system was developed and prov ws 
by Federal, an [T&T associate, In coe 


“Ceiling Zero 
—yet hell land safely 


Why tell me? MM’ you don’t fly, Mister, Perhaps 
I don't tly! 


you'll never know what it means to 
cradle down safely in pea soup fog, 
thanking your lucky stars for the instru- 
ment landing system, instead of search- 
ing blindly for a clear field. 

But don’t think for a minute that the 
“know-how” which makes instrument 
landing possible won’t play a big part 
in your future life . . . because the same 
IT&T scientists who helped develop this 
and so many other great wartime elec- 
tronic inventions are now turning their 
talents to new marvels for your better 
living. 

Yes, more than 1800 electronic en- 
gineering specialists of this great Ameri- 
can organization are currently pooling 
their world-wide knowledge at the lab- 


INTERNATIONAL TELEPHONE 
67 Broad Street, New York 4, N. Y. 


Army Air Force 


laboration with the A 
Administration. 


and Civil Aeronautics 
Standard wartime equipment for the 
armed forces, instrument landing will 
illustrate anew, in the Air Age ahead, 
IT&T’s world-wide leadership in elec- 


tronic research and development. 





oratories of the Federal Telephone and 
Radio Corporation, IT&T’s manufactur- 
ing associate. Here is being created an 
advanced line of radios and electrical 
appliances for your home—soon to come 
to you under the name 


FEDERAL 


The name FEDERAL will stand for the 
“world’s finest” in electrical appliances 

brilliant achievements of the men who 
developed the Federal Instrument Land- 
ing System, created “Huff-Duff,” the 
high-frequency direction finder which 
helped wreck Hitler’s U-Boat warfare, 
and were credited with so many other 
miracles of war. So remember the name 
FEDERAL. It will bring you the world’s 


finest home electrical appliances. 


AND TELEGRAPH CORPORATION 


America’s World-Wide Leader in Communications, Electronic Research and Precision Manufacture 
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NEW EMPHASIS ON SAVINGS 


Indications That 70 Per Cent of Owners Will Keep Their War Bonds 


Redemption of securities at 
slower rate than expected 
by Treasury's officials 


The American people are holding on to 
their war savings. The $95,000,000,000 
that the public has laid aside in United 
States savings bonds and in time deposits 
could become a source of inflationary 
spending, but it is increasingly clear that 
heavy withdrawals are not in immediate 
prospect. 

The expected rush to cash savings bonds 
during the early postwar months has failed 
to materialize. Redemptions are at a higher 
level than ever before, but remain below 
Treasury estimates for this period. Treas- 
ury officials expected at least $8,000,000,- 
000 in bonds to be cashed in the fiscal year 
ending next June 30. Now, the total to be 
redeemed is unlikely to exceed $7,000, 
000,000. 

Moreover, 79 per cent of the $57,000,- 
000,000 of Series E, F, and G bonds sold 
since 1941 remain in the hands of original 
buyers. This reflects in part the shortage 
of goods but Treasury surveys indicate 
that it also reflects a new public interest 
in savings. Spot checks indicate that a 
heavy majority of the 85,000,000 savings- 
bond holders, perhaps as many as 70 per 
cent, plan to keep their bonds until ma- 
turity. They start maturing in 1951. 





Surveys of bondholders indicate that 
80 per cent already have decided what 
to do with their reserves. The breakdown 
indicates these programs: 39 per cent defi- 
nitely plan to hold bonds until maturity; 
15 per cent will keep them as insurance 
against emergencies: 10 per cent will use 
bonds ¢@0 educate or otherwise benefit 
children, and 3 per cent plan to use 
bonds as support in, their retirement. 
Only 8 per cent propose to cash their 
bonds to build or buy houses, and only 
5 per cent intend to use them to buy 
consumer goods. 

Bond redemptions now are running at 
record levels, but the trend is expected to 
turn downward shortly. In January and 
February, redemptions totaled $1,194,- 
000,000, and this month they are likely to 
exceed $700,000,000. This volume is at- 
tributed to redemptions by income tax 
payers, by strikers who have had to dip 
into savings, by displaced war work- 
ers and returning servicemen. Redemp- 
tions also increase 60 days after bond 
drives, when E bonds become eligible 
for cashing, since many purchasers over- 
buy during drives. 

Since bond drives are ended and other 
peacetime adjustments are being made, 
the Treasury expects redemptions to level 
off at about $500,000,000 a month, with 
net redemptions’ reduced by continued 
sales. In April, the redemption curve is 





U. $. BONDHOLDER 
... the Treasury didn’t expect to be embarrassed 
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expected to decline, and the sales curve 
to mount. 

Sales of savings bonds will continue 
to be promoted by the Treasury, particu 
larly through pay-roll savings plans. Bond 
purchases, however, are not likely to ap- 
proach the war years, when pressure was 
applied for pay-roll deductions, and when 
volunteer sales organizations were kept 
constantly at work selling bonds. Never- 
theless, savings-bond sales are continuing 
to exceed $250,000,000 a month. 

Treasury officials also are unworried over 
the Government’s ability to cash bonds as 
they are offered. A sudden demand in suf- 
ficient volume to embarrass the Treasury’s 
cash position is not expected. In any 
event, the Treasury expects always to be 
able to place securities elsewhere if savings- 
bond redemptions jump. 


World Bank and Fund 


Foreign business for U.S. banks already 
is improving. Before the newly formed 
International Bank can_ begin’ opera- 
tions, loan applications are being re- 
ceived. Finance Minister P. Lieftinck of 
the Netherlands has announced his coun- 
try’s intention to seek a World Bank 
loan as soon as it can be _ negotiated. 
Meanwhile, a $200,000,000 credit is prom- 
ised from the Export-Import Bank. Pri- 
vate capital is to be allowed to participate 
in this loan. 

Foreign dollar balances are rising in 
New York commercial banks, providing 
another indication of increasing interna- 
tional activity. Latest reports indicate for- 
eign balances of $1,117,000,000, an in- 
crease of $276,000,000 in a year. 

Operations of the World Bank and 
Monetary Fund are to be directed by rep- 
resentatives of important trading areas 
participating in the Bretton Woods _ pvro- 
gram. Besides the Big Five—United 
States, Great Britain, France, China and 
India—executive directorships in both 
Bank and Fund are held by Canada, the 
Netherlands, and Belgium. In addition, 
Bank directors come from Poland, Greece, 
Chile and Cuba, while Fund directors 
include representatives from Mexico, Bra- 
zil, Egypt and Czechoslovakia. 

Salaries of executive directors must be 
worked out on a sliding scale, since leading 
officers are to be paid net salaries, after 
taxes. The heads of the Bank and Fund 
are to get annual incomes of $30,000, the 
directors $17,000, and alternates, $11,500 
—all in the clear. The U.S. executive di- 
rectors—Harry D. White for the Fund, 
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and Emilio G. Collado for the Bank—will 
have to get gross incomes in the neighbor- 
hood of $25,000 to meet U.S. taxes and 
retam $17,000. 

The most important immediate task for 
the directors, who meet May 1 in Wash- 
ington, permanent headquarters for both 
institutions, will be to select a president for 
the Bank and an executive director for 
the Fund. The Bank president will be 
designated by President Truman, and re- 
ports are that the White House choice 
is Lewis W. Douglas, head of Mutual 
Life Insurance Co. and former Director 
of the Budget. Camille Gutt of Belgium 
is mentioned as managing director of | 
the Fund. 

The prospect is that the World Bank 
will offer two types of securities for sale 
to private investors—its own debentures 
and issues from other countries guaran- 
teed by the Bank. Good risks, such as 








§ | esac when the hotel was one of New York’s 
| most distinguished establishments, famed through 
the years for the quality of its hospitality. 
| \ Yet the Biltmore possesses qualities which are— 
well, young’s the only word for them. It has its eyes 
on the future, rather than on the past. It sparkles 
with modern color schemes and decorative arrange- 


ments; at this moment, a complete rehabilitation 

program is bringing new comforts and new beauty 
> to guest rooms and suites. Its service standards march 

steadily forward to keep pace with new needs and - 





demands. 
; It is not surprising that now, as through the busy 
¥ . . 
—Harris & Ewing war years, the demand for Biltmore accommodations 
ee 7 bere , 1 { continues at a high level . . . and that discriminating 
, pe é 
+ Se ee travelers continue to say “You know you are in a ; 
& o ” 
securities of the Netherlands, are likely to * fine hotel the moment you enter the Biltmore. 
Le offered with a Bank guarantee. 
— THE BOWMAN ROOM 
Tax-Exempt Business for Dinner and Supper Dancing 
The businessman’s case against tax- ee 2 Pe a — #™, A 
exempt competitors is due for a hearing. >, ee eat 


\n extensive inquiry into the whole ques- 
tion of profits from business activities of 
organizations exempt from federal taxes is 


likely to be undertaken by the House = THE 


Ways and Means Committee in late April : 
——— BILTMORE 


The plan is to hold hearings on all 
MADISON AVE. AT 43RD. ST., NEW YORK 17, N.Y. 


phases of the issue this year and then : ; : 
postpone any legislative action until 1947. Direct Elevator and Stairway to Grand Central Terminol 
\n open invitation to appear is to be ex- JOHN G. HORSMAN, Manager 


tended alike to private businessmen and to “ Other Hotels Under the Direction of Realty Hotels, Inc., N. Y. 
representatives of tax-exempt groups. The THE BARCLAY PARK LANE THE CHATHAM 
hearings promise to continue over a period ' 111 East 48th St. Park Ave., at 48th St. Vanderbilt Ave., at 48th St. 


of several weeks. 4 : 
The issue of tax-free competition to tax- . Fae Ye eons scagesta 


paying private business has persisted ever a, 
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QUESTIONS 


4 What is the fastest train- 
ing method for new em- 
ployees or for retraining 
old employees? 





ANSWERS WE la 


THREE BIG QUESTIONS 


16mm Sound Motion 
Pictures have done this 
job most efficiently in 
war production. 









2 How can industry quickly 
teach office and factory 
personnel accident pre- 
vention, safety and health, 
as well as provide whole- 
some entertainment? 






Hundreds of leading industrial institu- 
tions regularly show 16mm films dur- 
ing and after work hours for the im- 
provement of employee relations. 





3 What is the fastest selling 
program industry can give 
their products, their sales- 
men, their jobbers, and 


The most effective proven method is 
through specially produced 16mm 
films, telling the story of your com- 
pany, its personnel, its products and 








their dealers? 
a 


their performance. 





Yes, new horizons of industrial accomplishment are being 
made possible today through the outstanding contribution 
of 16mm films and equipment. For the finest in 16mm Sound 
Motion Picture Projectors, inquire about the Victor Ani- 
matophone, Leader in the 16mm Field For Over 23 Years. 


VICTOR 


ANIMATOGRAPH 
CORPORATION 


Home Office and Factory: Davenport, lowa 


New York (18), 330 W. 42nd St. @ Chicago (1), 188 W. Randolph 
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This announcement is not an offer 





Dated January 1, 1946 





Copies of the Offering 








BLYTH & CO.,INC. THE FIRST BOSTON CORPORATION GOLDMAN, SACHS & CO. 


HARRIMAN RIPLEY & CO. 
Incorporated 


MELLON SECURITIES CORPORATION 
STONE & WEBSTER SECURITIES CORPORATION UNION SECURITIES CORPORATION 


March 21, 1946. 


offering is made only by means of the Offering Circular which should 
be read prior to purchase of the Bonds. 


Great Northern Railway Company 
GENERAL MORTGAGE BONDS 


Interest payable January 1 and July 1 in New York City 


The issue and sale of these Bonds are subject to au- 
thorization by the Interstate Commerce Commission. 


$40,000,000—234% Bonds, Series P, Due 1982—Price 101.14% 
$35,000,000—254% Bonds, Series Q, Due 2010—Price 96.25% 


(Plus accrued interest in each case) 


this announcement is circulated from such of the undersigned as may 
legally offer the Bonds in compliance with the securities laws of such state. 


MORGAN STANLEY & CO. 


to sell or a solicitation of an offer to buy the securities. The 


$75,000,000 


Due January 1, as shown below 


/ 


Circular may be obtained in any State in which 


KIDDER, PEABODY & CO. 
SMITH, BARNEY & CO. 
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FDinance Week 


since the income tax laws were enacted, 
but the increase in tax rates during war- 
time has aggravated the question. Reports 
to the Treasury show that in 1943 busi- 
ness transactions involving $3,000,000,000 
were exempt from federal tax, and that 
gross income of these enterprises exceeds 
$5,000,000,000 a year. 

Nearly the whole field of business and 
industry is involved—retail trade, agricul- 
ture, industrial production, distribution, 
the oil industry, insurance, banking and 
finance. Affected organizations include 
farm co-operatives, labor unions, state 
monopolies, municipally owned public 
utilities, mutual insurance companies, and 
educational institutions. 

One large Eastern university operates a 





WHAT YOU NEED, BUB, IS— 


—Summers in Buffalo Evening News 




















store. A New York City church collects 
large rentals on property it owns. An agri- 
cultural co-operative bought a lumber yard 
and took it off the tax rolls. A museum op- 
erates a bathing beach and other profitable 
amusement enterprises. 

Church and educational organizations, 
however, are not expected to be covered 
by the committee inquiry. 

Labor unions’ profits are to be scruti- 
nized, but this is not likely to prove a fer- 
tile field for revenue. Of 28,638 labor un- 
ions filmg income tax returns, only 1,341 
report any business activity. Profits were 
reported at only $13,111,000. 

Farmer co-operatives are the largest 
tax-free groups. For 1943, they reported a 
gross of $2,233,904,000, nearly all from 
marketing and purchasing activities. 

Any future attempt to place these or- 
ganizations on federal tax rolls is assured 
of vigorous opposition. Tax-free groups 
argue, first, that their earnings are not 
strictly profits, and, second, that they do 
not promise much revenue in any event. 
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All in 


policies ... some overlapping, some so 
widely separated as to leave dangerous loop- 
holes... your company need carry only one. 
Under U.S. F. & G. Comprehensive Liability 


Insurance nearly all liability hazards are 


Consult your insurance agent or broker . 











US. E&G 


UNITED STATES FIDELITY & GUARANTY CO. 
affiliate: 
FIDELITY & GUARANTY FIRE CORPORATION 


HOME OFFICES: BALTIMORE, MD. 



















One Package! 


OW, instead of a patchwork of liability 


covered by a single policy. No bother of 
numerous premium payments at different 
times, to increase bookkeeping and the pos- 
sibility of error. One policy does all. Write 
us today for information about U.S. F. & G. 


Comprehensive Liability Insurance. 


»,as you would your doctor or lawyer 


5 | 
4 





Unitep States Fiperity & GuARANTY Co. 
135 E. Repwoop STREET 
Ba.timor_E 3, Mp. 
Please send me further information about Comprehensive 
Liability Insurance. 
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@ THEY'RE rugged individualists, these 
new “West Coast” Models. They’re cus- 
tom-engineered with option of gasoline 
or diesel engines. They’re custom-built to 
lug the last possible ounce of payload. 

The six models range in size from 
30,000 to 90,000 pounds gross vehicle 
weight rating. 

They’re haulers of giant loads over 
highways, in states where huge loads are 
permitted. 

They’re brute carriers on off-highway 
jobs, logging, mine, dump and oil field. 


They provide excellent accessibility for 





6 NEW INTERNATIONALS 


For Extra Heavy Hauling 


service. Drivers like the roomy, 3-man, 
fully-insulated and ventilated cab, with 
controls within easy reach and instru- 
ments easy to see. 

Into each new International “West 
Coast” Model go these: International’s 
outstanding engineering and research; 
International’s intimate contact with met- 
allurgical developments; International’s 
more than 40 years of truck manufactur- 
ing experience. 

New International “West Coast” Mod: 
els are built at International’s new truck 
plant at Emeryville, California. They take 
their important place in the complete line 


of International Trucks —a truck of the 
right size and capacity for every job. They 
are worthy to share International’s un- 
matched record—more heavy-duty Inter- 
nationals purchased for commercial use in 
the last 15 years than any other make. 


And —back of these big haulers stands 
the famous service rendered by Interna- 
tional Truck Dealers and International 


Branches. 
ae & 
Motor Truck Division 
INTERNATIONAL HARVESTER COMPANY by 


180 N. Michigan Ave. Chicago 1, Ill. 


Al 


INTERNATIONAL Zrucks 




















Plus and Minus 


24th and N Streets, N. W. 
Washington, D. C. 





Irene! of American Business 


Reg. U.S. Pat. Off. 


A coal strike appears to be coming in April; apparently is not going to be 
avoided by an agreement reached before the mines are shut down. 

Mine seizure is possible in event of a strike, but far from certain. 

A shutdown of as much as a week will have its effects on industry. Longer 
shutdown can bring about a creeping paralysis of production and transport. 

A prolonged strike seems improbable. Government cannot permit it. 








Coal should be the last basic industry to face.a 1946 shutdown. 

Steel-producing industry is fixed up for the year ahead. 

Fabricating of steel remains harassed by strikes, but gradual settlements 
are being reached that will assure 12 months of freedom from big strikes. 

Automobile industry is getting contracts covering l to 2 years. 

Electrical-equipment and farm-equipment industries are getting agreements 
or are rather close to agreements, so that they soon should be fixed up. 

In 1947, however, this whole process probably will have to be repeated. 








A production boom is set to get started once big strikes are ended. 

Steel snapped back after its strike to an output level above prestrike. 

Automobiles are really starting to roll now, and will be coming from the pro- 
duction lines at a high rate during May and in the months following. 

Building-material output is rising rapidly in many lines. 

Men's clothing is beginning to be turned out more rapidly. 

It seems increasingly probable that industry's production rate will break all 
peacetime records in second half, 1946; that goods will flow out at a rate much 
higher than had seemed probable. Price policy will be rather clear by that time. 
Wage rates will have been fixed. Most production bottlenecks of the kind that 
tends to tie up production at this time will have been removed. 

First half, 1946, is the adjustment period, a period of unsettled conditions, 
of a squeeze in profits in many industries, of wage-price adjustment. 

Second half, 1946, is to see the start of postwar prosperity. 

All of 1947, perhaps a longer period, should have high activity, good 
profits, very good times in industry and trade and agriculture. Farm income next 
year, however, is likely to start pointing downward with prices, as supply and de- 
mand start to reach a balance around the world. 

















Outlook for the construction industry remains uncertain. 

A permit system to regulate building is coming up, despite delays. 

Low-cost housing for veterans will get main priority for materials. 

Even repair jobs are to require a permit to get materials. 

Industrial and commercial construction is going to be restricted. 

There isn't any change of official attitude on those and other points, but 
there is delay in getting plans into operation because of doubt about how control 
is to be administered and about best methods of enforcement. 














The construction industry, in the meantime, is in a dither. 

Industry doesn't know what it can or cannot build. 

Individuals don't know whether or not they should even plan houses. 

Government isn't sure whether to push ahead with road building and other 
public works, or whether to put off its big programs until later. 





(over) 
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TREND OF AMERICAN BUSINESS~-- (Continued) 


Black markets are soaking up more and more materials while the argument goes 
on over the question of who should build what first and why. 

There is at least a good chance that more veterans would get more houses soon-=- 
er without Government interference than they are going to get with an attempt by 
Government to control every detail of the building industry's operations. 





Events now are to prove these pointS.cce.e 
U.S. industry could not raise wage rates 24 per cent without a price rise. 


The automobile industry was not able to raise wages 15 per cent in 1946 and an- 
other 10 per cent in 1947 and still make more money than in prewar. 

Proof of these points is coming now in OPA-approved price rises, in what is 
going to become a broad upward adjustment in the level of prices. 

It has taken a strike wave, a loss of more than 3 months in getting U.S. in- 
dustry adjusted to peacetime production, and a near crisis in relations between 
Government and business to demonstrate that the official theorists were wrong. 

Henry Wallace, Commerce Secretary, who helped to promote the wage-price 
ideas outlined above, now admits that maybe the ideas weren't right after all. 

The theory and the fact simply did not jibe when put to the test. 











A 1946 tax bill is a revived possibility owing to improved budget outlook. 

If a "quickie" bill is set under way..... 

Excises would be reduced for selected commodities, effective on enactment. 

Individual income tax rates would be reduced, effective on 1947 income. 

A plan to show voters reduced taxes for 1947 before voting time, 1946, has 
political appeal that can become irresistible in the period ahead. 








Tax cuts for individuals are being considered on this basis: 

A flat, and modest, tax cut to be applied to each surtax bracket. This meth- 
od of cutting assures largest percentage reduction to lower incomes. 

Exemptions to remain as at present. : 

Earned-income credit not to be restored at this time. 

For the longer range and not necessarily for 1947, attention now is being 
given to the idea of a double rate structure for individuals. One tax rate, a 
lower rate, would apply to currently earned income of the individual. A second 
rate, a higher rate, would apply to income from investment. 

A growing sentiment is being built up around the idea that high tax rates are 
discouraging individuals in the management field, who find that there is no par- 
ticular incentive to try to earn more because taxes take the bulk of any added 
increment of income. This is true above about $15,000 or $25,000 a year. 

Congress tax leaders are looking into that whole subject. 














In the case of corporation taxes, the outlook is this..... 

A _cut_in tax on corporation income is unlikely before 1948 income year. 

Carry-back of net operating losses may be ended with 1946. 

Carry-forward of net operating losses is likely to be extended over longer 
period, maybe 5 years, to assure a leveling out of corporation income. 

Penalty tax on consolidated returns may be removed, effective in 1947. 
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Excise tax reduction is likely to be selective when it comes. 

Tax on essentials and semiluxuries would be reduced or removed. 

Tax on beer and liquor, on furs and jewelry, might not be cut at this time. 

Idea is that about $1,500,000,000 in revenue might be given up through re- 
duction or removal of excises during the fiscal year beginning July l. 








Tax-exempt organizations now are to be asked to justify this exemption. No 
tax action is planned on income of these organizations before 1947, if then. 
Section 722, relief section of the excess-profits tax, is likely soon to be 








administered by a central board.. Relief still will be given sparingly. 
THE UNITED STATES NEWS — 


























Farm JourNAL makes 2% million fruitful calls every month for national 


advertisers. This is a half million more calls than are made by any other 
rural magazine. It’s most important because this dominating lead is in 
counties where farm cash income is 81.4% of the national total. Actually 
—Farm Journat has more than 80% of its circulation in these high- 


income Counties... fruitful calls, you may be sure. 


Farm Journal: LARGEST RURAL MAGAZINE 


GRAHAM PATTERSON, Publisher e PHILADELPHIA 5 











3 People of the 











Reg. U.S. Pat. Off. 


Weel. ' 








Bernard Baruch’s Biggest Assignment, Demilitarizing the Atom 
... Impact of Henry Wallace’s Speeches on His Political Future 


Bernard M. Baruch now is trying to 
find a way by which the world can use 
atomic energy without the fear of immi- 
nent destruction. That is the real objective 
of the United Nations Commission for the 
Control of Atomic Energy, to which Mr. 
Baruch is being assigned as American rep- 
resentative and on which—as spokesman 
for the nation that has the atomic bomb 
and the secret for its development—he 
will wield great power. 

Scientists with a reputation for measur- 
ing their words carefully say that the prob- 
lem Mr. Baruch is tackling is the most 
important and most fateful in the world 
today. One who had much to do with 
developing the atomic bomb says there is 
little need of speculating over peacetime 
uses of atomic energy, or the peacetime 
uses of anything else, if the threat of 
atomic warfare is not removed from the 
world. The first efforts of the Commission 
will be directed toward this end. 

New kind of disarmament. A way 
to achieve a new and realistic kind of dis- 
armament is being sought by the men who 
are working out the blueprint that Mr. 
Baruch and his associates will follow in 
trying to build a plan big enough to control 
atomic energy. Under the direction of 
Under Secretary Dean Acheson, a State 
Department committee now is driving hard 
to get the blueprint finished. 

When finished, it will be turned over 
to Mr. Baruch and his associates. In 
working toward such a plan, tle State De- 
partment committee is taking into con- 
sideration the fact that all past methods 
of trying to obtain real disarmament have 
failed. They are trying to evolve a new 
and realistic way of achieving security. 
The secret of atomic energy is a bargain- 
ing point toward that end. 

First problems. Disarmament is third 
among the four specific proposals that the 
Atomic Commission has been instructed to 
work out for the. United Nations Security 
Council. But the very nature of the other 
proposals lifts that question of what weap- 
ons are to be used in war to the very top 
of the list. The four questions that have 
been referred to the Commission are: 

How to extend among all nations the 
exchange of basic scientific information 
for peaceful ends. 

How to control] atomic energy to the 
extent necessary to insure its use only 
for peaceful purposes. 

How fo eliminate from national arma- 
ments atomic and all other major weapons 
that are adaptable to mass destruction. 

How to protect complying states, by 
way of inspection and otherwise, against 
the hazards of violations and evasions. 
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The Commission was created at the 
first meeting of the United Nations Gen- 
eral Assembly in London in January. It 
was based upon plans that had been worked 
out at the meeting of the Council of For- 
eign Ministers in Moscow last December. 

Each of the 11 member nations of the 
Security Council—to which the Commis- 
sion will report—will have a representa- 
tive on the Commission. These nations are 
the United States, Great Britain, Russia, 
China, France, Mexico, Brazil, Poland, the 
Netherlands, Egypt and Australia. In ad- 
dition to them, Canada will have a rep- 
resentative on the Commission, since that 





BERNARD M. BARUCH 


... for the atom, park-bench statesmanship 


nation shares the atomic secret with Great 
Britain and the United States. 

Thus far,,Great Britain is the only na- 
tion, other than the United States, that 
has chosen its representative. Sir Alex- 
ander Cadogan, the foreign undersecretary, 
will be the member for Great Britain. 
Aiding him will be Sir James Chadwick, 
one of the pioneers in atomic research. 
Each member of the Commission may have 
as many aides as he likes. 

Mr. Baruch’s aides. Mr. Baruch is 
choosing his own aides. Most of them are 
men whom he has seen operate, or with 
whom he has worked, on various special 


tasks for the Government during the last 
several years. They are: 

Ferdinand Eberstadt, of New York, an 
investment banker. Mr. Eberstadt was 
an important figure in the War Production 
Board and won a reputation there as an 
advocate of an all-out war economy. Later, 
at the request of the Navy, Mr. Eberstadt 
made a study of the need for unifying the 
nation’s military and foreign policy. Men 
who have worked with him say he is a 
solid citizen. He is 56. 

John M. Hancock, of New York, a 
partner in the banking firm of Lehman 
Brothers. Mr. Hancock holds numerous di- 
rectorships in other firms. He 
was a coauthor with Mr. 
Baruch of a report on postwar 
economic problems. Mr. Han- 
cock is 63. 

Fred Searls, of New York, 
industrial engineer and vice 
president of the Newmont 
Mining Co. Mr. Searls was a 
consultant in Army Ordnance 
during the war and led a fight 
against military waste. He also 
was a member of a three-man 
WPB planning board. 

Herbert Bayard Swope, of 
New York, author and publish- 
er. Mr. Swope is 64. He is a 
former foreign correspondent 
and later editor of the old New 
York World. Later, he was 
chairman of the New York 
Racing Commission. 

Realistic attitude. Among 
this group of aides, the view- 
point of hard-boiled business- 
men prevails. Mr. Eberstadt, 
Mr. Hancock and Mr. Searls 
are familiar with banking 
practices. In the area in which 
they work, tough-minded bar- 
—Acme gaining is practiced. 

All of these men are ac- 
customed to  thoroughgoing 
preparation before they tackle 
a problem. The organization plan that Mr. 
Eberstadt worked out for the Army, Navy 
and Air Forces was crammed with detail. 
The Baruch-Hancock report was replete 
with facts. Studious preparation will pre- 
cede Mr. Baruch’s entrance into the ses- 
sions of the Commission. Various scientists, 
such as James G. Conant, the president of 
Harvard, Arthur H. Compton of the Uni- 
versity of Chicago, and Vannevar Bush, 
former head of Carnegie Institute, also 
will co-operate. 

Mr. Baruch, the man. The group of 
aides will do the sledge work for Mr. 
Baruch. He will rely heavily upon their 
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Harris & Ewing 


FRED SEARLS 


findings. One of the four will be with him 
at every meeting of the Commission. As is 
his usual practice when he undertakes an 
assignment, Mr. Baruch will call upon 
experts wherever he finds them when he 
wants information. He will consult atomic 
scientists, men in industry, and Maj. Gen. 
Leslie R. Groves, who headed the Army’s 
atomic project. 

It is no novelty for Mr. Baruch to be 
tackling a big job at the behest of a 
President. He has been doing that for 35 
years, and his custom of working on a 
bench in Lafayette Park, near the White 
House, was widely known. He was a close 
adviser and intimate of Woodrow Wilson 
and of Franklin D. Roosevelt, and helped 
each of them, in turn, to mobilize America 
for war. To each of them he brought hard- 
headed economic advice. 

Through the years, Mr. Baruch has won 
for himself the deep respect of a large 
number of the members of Congress. It 
was with a feeling of relief that these men 
on Capitol Hill saw him take over the new 
job. Mr. Baruch is a close friend of Sec- 
retary of State James F. Byrnes, and ac- 
cepted at the special request of Mr. 
Byrnes and with the hearty approval of 
Mr. Truman. 

His toughest problem. Thus, at 75, 
when many men move out of active 
affairs, Mr. Baruch is bringing his park- 
bench statesmanship to bear upon a prob- 
lem that verges upon metaphysics. He 
must try to devise controls for an atom, 
which cannot be seen, and whose power 
can be released only by following esoteric 
formulas. 

Only the closest inspection of all in- 
dustries could show whether any nation 
was making atomic bombs. This would 
mean that Russia would have to open all 
of its factories to United Nations in- 
spectors. So would the United States. Even 
if such an agreement could be obtained, 
not enough inspectors are available. Few 
men would know what to look for. In his 
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search for an answer lies the toughest 
problem that Mr. Baruch has encount- 
ered in his long career. 


Farmer-Labor Spokesman 


Henry A. Wallace, the Secretary of 
Commerce, is clinging tightly to his posi- 
tion as a spokesman for farm and labor 
groups. Mr. Wallace, his friends say, has 
not given up the idea of a political come- 
back. He has been making a number of 
speeches and statements lately, and, under 
the circumstances, his assertions take on a 
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HERBERT B. SWOPE 
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JOHN M. HANCOCK 


new importance, regardless of the con- 
troversies they usually provoke. 

Ousting party waverers. Mr. Wallace 
is asking that Senators and members of 
the House who fail to follow the party 
leadership on important 
pelled from their parties and denied the 
privilege of running again on the party 
ticket. 

In this demand, Mr. Wallace was offer- 
ing a weapon for breaking up the coalition 
of Republicans and conservative Demo- 


issues be ex- 


crats that stands in the way of the legis- 
lative program of President Truman. This 
combination has stopped some Adminstra- 
tion bills, and loaded others with con- 
servative amendments. 

Members of the coalition, and some 
others, as well, were hotly resentful. One 
of them asked if Mr. Wallace had “gone 
fascist.” And he was reminded that, al- 
though he calls himself a Democrat, he 
recently indorsed the candidacy of Johan- 
nes Steel, of the American Labor Party, 
for a seat in Congress from New York 
against the regular Democratic nominee. 

There seems little chance that Mr. Wal- 
lace’s proposal will get official attention. 

Wages and prices. In addition, Mr. 
Wallace recently disowned a Commerce 
Department statement that the automo- 
bile industry could increase wages by 
25 per cent in the course of two years with- 
out advancing prices. Issued last Novem- 
ber, this statement overhung the General 
Motors strike negotiations throughout, 
despite industry protests that Mr. Wallace 
had his facts wrong. 

The day after the strike settlement was 
reached, Mr. Wallace issued a statement 
saying the November report was _ based 
upon assumptions of costs, prices and 
profits reached by an economist in another 
branch of the Government, Harold Wein. 
Mr. Wein’s study was not intended, Mr. 
Wallace said, to be taken as a projection 
or forecast of what actually would happen. 

This left the automobile industry in a 
resentful mood, and questions were asked 
as to what now might become of the 
Administration’s wage-price policy since 
one of its props had been removed. 

Russia. Mr. Wallace had a few things 
to say about Russia, too. At a New York 
banquet he entered into what amounted 
to a debate with W. Averell Harriman, 
the former Ambassador to Moscow, who 
was highly critical of recent Russian 
movements in the foreign field. 

Mr. Wallace, on the other hand, felt 
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@ The first woven wire fence, made 63 years ago, bore the 

name PAGE. Since then the makers have pioneered in many 

developments to provide betterments in fence quality and serv- 

ice, including Page Chain Link Fence. And now you can again have this aie long-last- 
ing fence in a choice of four superior metals to best meet your needs. Aluminum at lower- 
than-ever cost. Page Copper-Bearing Steel, heavily galvanized. Stainless Steel and Page 
Armco Ingot Iron. When you choose Page Fence you deal with a nearby firm which is 
technically trained, long experienced and reliable. Write to any office listed below for your 
copy of “Fence Facts,” fully illustrated information you should have. 

For name of nearest member firm, write to PAGE FENCE ASSOCIATION in Monessen, Pa., Atlanta, Bridge- 
port, Chicago, Denver, Detroit, Los Angel Ph phia, Pittsburgh, New York or San Francisco 


PRODUCT OF PAGE STEEL & WIRE DIVISION OF AMERICAN CHAIN & CABLE e BRIDGEPORT, CONN. 
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COOL, CLEAN, 
LIGHT-WEIGHT 


The Kirsten radiator de- 


; In 
Philadelphia 


The experience gained 
through continuous 


lightfully cools each puff 
of smoke . . . condenses 
and traps bitter tars and 
irritating oils, leaving 
cleaner, sweeter smoke to 


enter the mouth, throat 








and lungs. The Kirsten 
Pipe ts lightweight, 
smart ... clean, 

and easy to 


keep clean. 


Four Sizes, 

$6 to $12.50 

At Leading 
Stores 


KIRSTEN PIPE COMPANY 
Dept. 282, Seattle 1, Wash. 
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banking relationship. 
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that Russia was taking, from her own 
point of view, the only possible course 
to “peace and security.” Russia, he as- 
serted, knows what is being said about her 
in the capitals of other nations. The 
Soviet Government is apprehensive of 
“capitalist encirclement,” Mr. Wallace 
continued, wants to “make every boundary 
secure,” and fears there may be little 
time to prepare for “a possible capitalist- 
provoked war.” He added: 

“But, granting that Russia is wrong on 
every count, I still say that the United 
States has nothing to gain, but on the con- 
trary everything to lose by beating the 
tom-toms against Russia.” 

This bluntly expressed viewpoint stirred 








—Acme 
SECRETARY WALLACE 
...- 4 political comeback? 


up dispute and evoked criticism in Con- 
gress and elsewhere. 

Atomic energy. Mr. Wallace stepped 
forcefully into the controversy over the 
control of the development of atomic 
energy. He long has held that civilians 
should have absolute charge, unchecked 
by the military. He also is credited with 
having helped bring President Truman 
to a similar viewpoint. The Senate Com- 
mittee on Atomic Energy voted, how- 
ever, to give the military a form of veto 
power over the activities of a civilian com- 
mission to be placed in charge of atomic 
experimentation. 

A few hours later, he said that military 
control, as the use of atomic energy de- 
veloped, held possibilities of delivering “us 
into the hands of military fascism.” 

Senators who voted for the military 
restriction were quick to deny Mr. Wal- 
lace’s statements, and one said the Sec- 
retary of Commerce had grown too prone 
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CONTROL OF INVENTORY 


SOURCE RECORDS 


SELLING 


PRODUCTION PURCHASING 
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RECEIVING 
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STORING 


RECORD PROCESSING 


REPORTS TO MANAGEMENT 


PROCESS TABULATE 





How Hartford-Empire 
keeps a moving inventory in sharp focus 


Another example of how 
Standard Register’s Systems keep management 
informed more accurately, more quickly 


NVENTORY MOVES. It must move. And management is 
| recognizing, more and more, the need for an accurate, 
sharply-focused picture of moving inventory at all times 
...to keep production in high gear... to avoid excessive 
capital investment...to give management, from top to 
bottom, up-to-the-minute information on which to act. 


That’s why the Hartford-Empire Company did as so 
many leading companies in American industry are doing, 
today. They called in Standard Register representatives 
to apply Standard’s tested Paperwork Simplification tech- 
niques. 


System procedures, writing methods, and form designs 
were methodically analyzed. Recommendations for im- 
provements were made, accompanied by revealing “mo- 
tion” pictures—Standard Register’s visual flow charts. 


Hartford-Empire executives immediately put these rec- 
ommendations into operation. Top management quickly 


WRITE TODAY for a copy of 
Formcraft Digest D-191, read 
more about this system. See 
how Standard'’s techniques 
get results. Compare with 
your own inventory control. 
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realized it was getting information on inventory with 
greater speed, completeness and accuracy. In addition 
it found that savings were being effected... savings in 
the processing of paperwork ...savings through better 
over-all control by management. 








STANDARD’S SYSTEMS MEAN SAVINGS 


Savings on printed forms 


Savings in paperwork—writing, 
handling, using 


Savings through BETTER CONTROL 











Pacific Coast: Sunset McKee-Stondord Register Sales Co., Ookland, California. Canada: R. L. Croin Limited, Ottawa. London: W. H. Smith & Son, Ltd. 


Opportunities for increased efficiency and reduced costs 
through better control exist in almost every type of busi- 
ness, not only in inventory but also in all other primary 
functions. Talk to a Standard representative. Learn how 
Standard’s paperwork simplification studies and the use 
of Standard’s Kant-Slip Continuous Forms may mean bet- 
ter control, big savings in your business. 


THE STANDARD REGISTER COMPANY ° 


Manufacturer of Record Systems of Control for Business and industry 


203 CAMPBELL ST. ° DAYTON 1, OHIO 
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to denounce as “fascistic” everything to 
which he was opposed. 

Other statements. In recent weeks, 
Mr. Wallace has been talking on other sub- 
jects too. He has backed the British loan 
and opposed Winston Churchill’s idea of 
an alliance between Great Britain and the 
United States. He called on independent 
voters to defeat forces of reaction, in a 
speech indorsing the formation of a Na- 
tional Citizens Political Action Committee 
in Connecticut. He got into a thunderous 
row with officials of the District of Co- 
lumbia by a statement that the pigs on 
farms were better fed than some Wash- 
ington school children. 

Many times he has indorsed the original 
Full Employment bill :and called for its 
approval. He has warned that forces are 
at work to divide the small businessman, 
the farmer, labor and the consumer, and 
keep them suspicious of each other. And, 
with this country about to install an up- 
to-date foreign intelligence system, he has 
denounced the use of: secret agents to 
gather military information as a “hell- 
ish” project. 

Commerce Department. Meanwhile, 
Mr. Wallace has gone rapidly ahead with 
his reorganization of the Commerce De- 
partment, intended to expand depart- 
mental activities and give businessmen, 
small and large, greater assistance. 

Politics. As a member of the Cabinet, 
he seems firmly entrenched in the Gov- 
ernment, due to the withdrawal of Harold 
L. Ickes as Secretary of the Interior. Mr. 
Wallace now is the only original Roosevelt 
New Dealer left in the Cabinet. He has 
a considerable hold on the independent 
and the Negro vote. President Truman 
and Postmaster General Robert E.. Hanne- 
gan, Chairman of the Democratic National 
Committee, are anxious to retain him for 
the effect that his presence in the Gov- 
ernment may have on those segments of 
the electorate. 

Mr. Wallace, himself, has said that he 
has no idea of resigning. Further, if Mr. 
Truman is a candidate for re-election in 
1948, Mr. Wallace has no idea of oppos- 
ing him. On the contrary, he says he will 
give the Chief Executive his full support. 
And, if Mr. Truman is the presidential 
nominee, Mr. Wallace sees little possibility 
that he will be chosen for the vice-presi- 
dential nomination, since both he and 
Mr. Truman come from the same section 
of the country. 

Meanwhile, Mr. Wallace is keeping him- 
self before the public, and, if things do 
not develop for him in 1948, the possi- 
bility remains in his mind, associates say, 
that 1952 will see him carried into power 
by a farmer-labor combination. At any 
rate, he is leaving soon on a six-week 
speaking tour, in the course of which more 
of his dispute-making ideas will be pre- 
sented. 











THE NATION’S 
LABORATORY 


% 


~ Again industry chooses 
(2) 

Massachusetts for re- 
search. Reynolds Metals 
Co., Inc. has selected Cambridge, 
Massachusetts, as the site for a 
great modern laboratory, because, 
says Reynolds: “of availability of 
material, personnel and research 
facilities.” No other state has such 
research facilities as Massachusetts, 
headed by world-renowned Mass- 
achusetts Institute of Technology. 

Here also is a great pool of skilled 
labor and economical, rapid trans- 
portation to world markets. 







Write forthe ACTION book- 
let,‘ The Open Book."’ Mass- 
achusetts Development and 
Industrial Commission, 20 
Somerset Street, Boston 8, 
Massachusetts. 
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-engine 
United Mainliners 


now in Service 


United, first with “3-mile-a-minute” transports, 
now offers you a fleet of “4-mile-a-minute,” 
4-engine Mainliners, the C-54’s. Large enough to 
carry many more, United is suring utmost 
spaciousness and comfort for each passenger by 
limiting these huge new planes to 44 seats. 

No strangers to the skies, planes of this type 
have turned in a remarkable wartime record 
under the Air .Transport Command. The late 
President Roosevelt flew across the Atlantic to 
Yalta in a plane of this design. Prime Minister 
Churchill flew to Teheran in another. With sim- 
ilar planes, United has flown more than 4000 
trips from California to Honolulu. 

They pave the way for United’s coming fleet 
of magnificent new “5-mile-a-minute,” 52-passen- 
ger Mainliners—cabin-pressured, air-conditioned 
Age of Flight Mainliners. These 300-mile-an- 
hour planes will begin service on the Main Line 
Airway this summer. 

For reservations, call or write any United Air 
Lines ticket office, or see authorized travel agent. 
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United Air Lines has been presented an Award of Honor by 
the National Safety Council for having flown more than a 
billion passenger miles in the past three years without a 
fatal accident. We are proud of our 

flight and ground personnel who 

made this record possible. 
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“FAMILY MUSICALE,” by Mead Schaeffer. Number 
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eries, “‘Home Life in America,’ by noted American illustrators. 





Nicer belongs...enjoy it 


In this home-loving land of ours... in this America of kindli- 
ness, of friendship, of good-humored tolerance . .. perhaps no 
beverages are more “at home” on more occasions than good 
American beer and ale. 

For beer is the kind of beverage Americans like. It belongs— 


g, to good fellowship, to sensible moderation. 


to pleasant livin 
And our right to enjoy it, this too belongs—to our own Ameri- 
can heritage of personal freedom. 


AMERICA’S BEVERAGE 
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Reg. U.S. Pat. Off, 


Epvitor’s Note: Brief letters of com- 
ment and suggestions are invited. Those 
not intended for publication, and those 
with which writers desire to have only 
initials used, should be so marked. 


A Veteran‘s View of Atom Bomb 


Sir:—I have just finished reading the 
article, “Atomic Warfare and the Chris- 
tian Faith” (USN, March 22, 1946). 

It certainly seems a shame that our 
church leaders must take this attitude. 
They apparently have never spent time in 
the front lines in the Pacific. If they had, 
they would share the opinions of our boys 
who were there: that the Jap deserved no 
consideration whatever. The Bible says 
“an eye for an eye.” Ask our boys who are 
lying under the rows upon rows of white 
crosses on an already forgotten atoll in 
the Pacific if we were wrong. 

I spent 35 months myself in the islands 
from New Zealand to Tinian and Saipan. 
The tortures and atrocities committed by 
the Japanese, against both military and 
civilian prisoners, prove conclusively that 
they deserve no better than they received. 
The Japanese people backed their Govern- 
ment, and, therefore, are no better nor 
any less responsible, than those who com- 
mitted the acts themselves. 

Had the Japanese developed the atomic 
bomb before the United States, there is 
no doubt they would have used it on us. 
Have our church leaders forgotten those 
white crosses so soon? 


Cincinnati, Ohio An Ex-So.pier 


* * * 


For Economy in Federal Salaries 


Sir:—Your “Officials’ Tax Load” (USN, 
March 15, 1946) reads as though it is your 
thought that Government salaries are the 
only ones that have left less for spending 
than prewar. Do you know of any person 
who has more, except some _ war-labor 
brackets under cost-plus production? 

The only answer is economy, and it 
must start in Washington. Let’s remove 
90 per cent from the trough. 

Jeannette, Pa. B. F. Jenkins 


* * * 


Education Against Nationalism 


Sir:—Materialism is the bane of our 
times. National and industrial rivalry plus 
the desire for market expansion and free 
access to raw materials are the basic causes 
of modern wars. The question is how to 
eliminate nationalism. In a generation or 
less, under a proper system of education, 
all civilized peoples could be brought to the 
realization of the necessity of a world fed- 
eration to preserve the peace. 

Rio Hondo, Tex. Mrs. K. B. Witu1amMs 


MARCH 29, 1946 








CHAMBERSBURG 
0 AUER. 





Don’t Spend 
So Much Time 
Machining Forgings 


Drop forgings made on older board drop 
hammers require too much time to machine, 
inasmuch as the forgings must necessarily be 
made to more generous tolerances because of 
misalignment of dies, more or Jess rocking of 
frames, etc. Consequently more stock must be 
allowed, more time for machining—all of 
which adds to the cost of the part. 

Today's rising labor costs demand lower pro- 
duction costs. New Chambersburg Board Drop 
Hammers will satisfy that demand. They not 


only forge to closer limits but they forge faster 


and their maintenance costs are at a minimum. 
Motor-driven or belt-driven Investigate. 

Write for Bulletin 252—2 
CHAMBERSBURG ENGINEERING CO. 
Chambersburg Pennsylvania 




















PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 


Common Stock Dividend No. 121 


A cash dividend declared by the Board 
of Directors on March 13, 1946, for the 
first quarter of the year 1946, equal to 
2% of its par value, will be paid upon 
the Common Capital Stock of this Com- 
pany by check on April 15, 1946, to 
shareholders of record at the close of 
business on March 29, 1946. The Trans- 
fer Books will not be closed. 

E. J. Becxett, Treasure: 


San Francisco, California 
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With that RICH, NATURAL, NUTTY Flavor 
Write for free booklet, “The Choice 
of Experience.” John Middleton, 1253 
Walnut Tobacco St., Phila. 7, Pa. 


Custom-made for the Carriage-trade since 1856 
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THIS IS THE ROAD TO 


STOCK MARKET 


Yew. EDITION— REVISED 
UP TO THE MOMENT OF 
GOING TO PRESS .... 


Traders who appreciate the importance 
of fully understanding TODAY’S MAR- 
KET will find this book of great value. 
Written in simple language, it explains 
the BASIC elements for profitable trad- 
ing and lays down easily understood, 
workable rules. 


SENT ON 15 DAYS FREE APPROVAL 











SEAMANS-BLAKE, INC. uSs2 
841 W. Washington Bivd., Chicago 7, Ill. 

Gentlemen: | am enclosing $3.00 for “THIS IS THE 
ROAD TO STOCK MARKET SUCCESS.” | reserve the 
privilege of returning book for refund within 15 days. 
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>; boon Over Mii One, Pardner 


Te into a FORTIFIED market in the most rapidly 
developing agricultural and industrial region of the 
nation—a market of 17 million consumers, with 
$13 billions spendable income annually. 


No business lag can touch all its diversified crops, 
industries and resources at once. Major depressions 
are short-lived in this fortified market which has 
always led the nation with its rapid and complete 
recovery. 


In this vast region you can enjoy an almost depres- 
sion-proof economy. Unfavorable crop season in one 
area is always compensated by bountiful yield in 
another. Income is sustained, not by just one or a few, 
but by many different resources, crops and industries. 


Industry's eggs are never all in one basket in the 
FORTIFIED market of the Dallas Southwest. 


led the march to recovery in depression years. In the 
book “The Dallas Southwest” you will find 64 pages of 
solid reasons why this amazing region, with its barely 
tapped natural resources, is truly America’s FORTIFIED 
market. Send for your copy now. 


“DALLAS CHANGER OF COMMERCE, ‘DALLAS i TEXAS | 
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(Following is the full text of Statement by Henry L. Stimson, 
former Secretary of War, to the congressional Joint Committee on 
the Investigation of the Pearl Harbor Attack, released by counsel 
for the Committee March 21, 1946.) 


STATEMENT OF FACTS 
AS SHOWN BY MY CURRENT NOTES AND MY 
RECOLLECTION AS REFRESHED THEREBY 


The Committee already has before it my testimony 
before the Army Pearl Harbor Board. At that time I 
undertook to give the Board the answers to the questions 
which were asked me as fully as I was then able, having 
in mind certain limitations on what I then felt was proper 
to discuss, including particularly any matters the revela- 
tion of which might in any way have jeopardized the 
safety of our then pending military operations. I am now 
able, however, to amplify in certain respects the testimony 
which I gave before the Board. 

The evidence which I am able to give the Committee 
comes not only from my recollection of the events which 
transpired preceding the Pearl Harbor attack, but I am 
able to refresh niy recollection from a contemporaneous 
record which I kept from day to day for my own personal 
use. As I explained to the Army Board, I had a dictograph 
at my house at which I dictated these memoranda each 
morning before going to the War Department. I read 
many excerpts. from these to the Army Pearl Harbor 
Board. This Committee last autumn asked me for my 
notes covering the dates of November 5, 6, 7, 10, 21, 24, 
25, 26, 27, 28, and December 2 and 7, 1941. I am attach- 
ing to this statement as an appendix copies of my notes 
covering these dates, of matters relevant to the Far East- 
ern situation and the events leading up to the attack on 
Pearl Harbor. Although these extracts speak largely for 
themselves, they were made roughly and hastily and were 
not revised when dictated. They therefore naturally need 
some addition to tie them in as a connected story and to 
give the whole picture as I saw it. It is for this reason 
that I am accompanying them with this statement. 

No accurate understanding can be had of the situation 
which existed in the weeks preceding the Pearl Harbor 
attack or of the conduct of the various individuals con- 
cerned unless they are viewed in the light of the historical 
events which had been going on for some time and which 
ultimately led to the crisis that occurred in December and 
the war of the United States with the Axis powers. From 
some of the comments which have been made and given 
wide publicity, one receives the impression that many 
people have already forgotten the trend of events which 
were coming to a head in the autumn of 1941 and the 
threat to our own safety which had unmistakenly devel- 
oped in the actions of the two great aggressor nations, 
Germany and Japan, who already in the preceding months 
and years had begun spreading destruction and terror 
throughout a large portion of the civilized world. 

_ Japan had started on her current path of aggression in 
the Far East as early as September, 1931. She then 
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attacked the Chinese in Manchuria and overran that 
territory, flouting her obligations under the Pact of Paris 
and the Nine Power Treaty. There then followed her 
attacks on the Chinese in Shanghai. She invaded China 
in 1937, after the conclusion of the Anti-Comintern Pact 
with Germany. The brutal and barbarous type of military 
aggression for which she stood was typified by the out- 
rages committed by her army in the occupation of Nan- 
king and similar incidents, which by 1941 had become 
notorious events of history. In September, 1940, after 
Germany had set out on her temporarily triumphal path 
toward the subjugation of the nations of Europe, Japan 
concluded a military alliance with Germany and Italy and 
placed herself formally in the camp of the Axis powers. 

By the summer of 1941, the Japanese intentions in the 
Far East became very clear. After Germany attacked 
Russia in June of that year, Japan began extensive mili- 
tary preparations—among other things, calling an addi- 
tional two million men to the colors. The utterances of 
her war lords became increasingly threatening. She ex- 
tended her military operations into southern French Indo- 
China. That she was headed toward the ultimate occupa- 
tion of Singapore and the Netherlands. East Indies, and 
thence the domination of the entire Southeast Asia, was 
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evident not only from her overt acts and announcements but 
from certain of her intercepted diplomatic messages in which 
her intentions were expressed in more detail. 

All of this presented a great threat to our safety and interests. 
If Singapore and the Netherlands Indies should be occupied, 
Japan would be strengthened by the acquisition of a great 
fortress and a great source of natural resources in rubber and 
oil, which would help her greatly to carry on her program of 
depredation. The Philippines, which lay between Japan and 
these British and Dutch targets, would inevitably be the next 
victim, and at her mercy. China might easily be forced to capit- 
ulate and taken out of the war. Our military advisers had given 
the President their formal advice that, if Japan attacked British 
Malaya or the Dutch East Indies or moved her forces west of 
a certain line in Indo-China, we would have to fight for the 
sake of our own security. 

On the other side of the world, we were faced with a situation 
which was even more critical. Hitler, having seized Norway, 
France, Belgium, Denmark, and Holland, had just attacked 
Russia in June of 1941 and the Russians were fighting a des- 
perate battle to stop the German army from overrunning a 
large portion of her territory and her capital. In the meantime, 
the Germans were maintaining large forces deployed on the 
north coast of Europe as a continual threat of an invasion of 
England which, as we knew, was ill prepared to meet it. As we 
now know from the evidence presented at the trial of the Ger- 
man war criminals in Nuremburg, Hitler was planning ulti- 
mately to attack the United States and was conspiring with 
the Japanese to aid them while they attacked us in the mean- 
time. It was then very apparent to everyone who had carefully 
followed the course of events that we would sooner or later 
have to meet the threat to civilization which these aggressor 
nations were presenting to the world, and the great danger was 
that the nations who were then fighting desperately and gal- 
lantly to stem this threat would be knocked out of the war one 
by one before our turn came and that we would ultimately be 
left to face the onslaught alone. 

The American people had been slow to recognize the danger, 
but by the autumn of 1941 it was beginning to be understood 
more clearly. Early in 1941 Congress in the Lend-Lease Act 
had authorized the furnishing of munitions to the nations fight- 
ing the Axis and the shelter of our ports to their warships. In 
August, 1941, the Congress passed a bill extending the draft. 
In November, 1941, Congress voted to repeal important sections 
of the Neutrality Law, thus permitting the arming of our ships 
and their sailing into any combat zone or belligerent port in 
the world. On November 23, 1941, Representative Gearhart of 
California, in a broadcast on the “American Forum of the Air,” 
after pointing out Japan’s breaches of treaty obligations and 
her subsequent aggression in China, stated: 

“Japan’s ruthlessness makes her an enemy not only of China 
but also a common foe of all nations.” 

From some of the comments quoted in the public press, one 
would get the impression that the imminent threat of war in 
October and November, 1941, was a deep secret, known only to 
the authorities in Washington who kept it mysteriously to them- 
selves. Nothing could be further from the truth. At least one 
of our destroyers had been attacked by German war vessels. 
Aside from the war warnings which were sent out to our military 
and naval commanders in the various theaters of danger, the 
imminence of war with Japan was a matter of public knowledge 
and the people were being warned time and time again of the 
danger which was approaching. One need only read the head- 
lines of the newspapers during this period. For example, on 
October 17 the Navy ordered all American merchant ships in the 
Pacific to put into safe ports. On October 24 Secretary Knox 
publicly warned of a “clash” with Japan and the “seriousness of 
the situation.” On November 11, 1941—Armistice Day—the 
President himself warned the people that the nation was facing 
a world war again. Sumner Welles, Under Secretary of State, de- 
clared on that day that “our people realize that at any moment 
war may be forced upon us.” During this period, day after day, 
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the headlines warned of the approaching crisis with Japan. On 
November 26 there appeared on the front page of the New York 
Times the notice that the U.S. Consulate in Tokyo warned 
Americans to get out of Japan promptly. On Monday, December 
1, appeared the headline that “Roosevelt Hurries Back in 
Crisis.” In Honolulu itself the papers were carrying equally sen- 
sational headlines. For example, on November 30 appeared the 
headline “Japanese May Strike Over Weekend.” 

Meanwhile we had been doing what we could to get ready 
for war if and when it came. After the long period necessary to 
lay the foundations of our ultimate enormous production, the 
output of war materials in this country was beginning to in- 
crease rapidly; but we were still using large quantities of it under 
the Lend-Lease Act to satisfy the demands of the nations who 
were already in the battle and holding off the enemy. We were 
shipping all we could spare to England and in particular to 
Russia, which was then in the forefront of the fight. 

In the meantime, the War Department was doing what it 
could to fortify the Pacific. We were giving all the material and 
effectives that we could spare to Hawaii in particular, which 
was in fact prior to the time of the Pearl Harbor attack reported 
to me by the Staff as the best manned and equipped of all our 
outposts on the Pacific, including the Panama Canal. We were 
also doing our best to reinforce the Philippines. The effectiveness 
of the airplane against a navy in narrow seas had been recently 
demonstrated in the Mediterranean by the German air attacks 
on British naval forces, as well as by the success of the British 
attack on the Italian fleet at Taranto. We decided that if a 
sufficient number of our bombing planes, which would be able 
to proceed to the Philippine Islands under their own power, 
could be gathered there, this would present a very effective 
nucleus of a defense against the advances of the Japanese Navy 
or convoys in South Asiatic waters. Accordingly, in August we 
started sending out to the Philippines as many four-engined 
bombers as we could ‘spare, and by December 7 we had in fact 
gathered there some thirty-five of these ships. This was the 
largest group of such American bombers yet in existence any- 
where. We felt at the time that these presented a strong striking 
force which could be used with great effect in operations against 
the Japanese Navy. We underestimated, as did everyone else, 
the effective power of Japanese aviation, which asserted itself 
at Pearl Harbor and one day later in the Philippines by its 
attack on our installations there, including the destruction of 
many of the bombers themselves. 

In Mid-October the Japanese Konoye Cabinet fell and a new 
Cabinet under General Tojo came into power, which all expected 
would be even more aggressive and warlike. 

To sum up, the salient features of the situation, as they 
appeared to me early in November, 1941, were as follows: 

1. War with Germany and Japan would ultimately be 
inevitable. 

2. It was vitally important that none of the nations who 
were then desperately fighting Germany—England, Russia, 
or China—should be knocked out of the war before the 
time came when we would be required to go in. 

3. While we very much wanted more time in which to 
prepare, nevertheless we felt we had a fair chance to make 
an effective fight against Japan for the Philippines even 
if we had to enter the war at that time, in view of the air 
power we were building up in the Philippines. 

4. If war did come, it was important, both from the point 
of view of unified support of our own people as well as for 
the record of history, that we should not be placed in the 
position of firing the first shot, if this could be done without 
sacrificing our safety, but that Japan should appear in her 
true role as the real aggressor. 

During this entire period I kept in constant and close touch 
with Mr. Hull and Mr. Knox, as well as having frequent meet- 
ings with the President. In 1940 Messrs. Hull and Knox and I 
had inaugurated regular weekly meetings in Mr. Hull’s office 
so that there would be close liaison between the three of us. 
These meetings were held on Tuesday mornings at nine-thirty 
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whenever we were present in Washington and able to go. They 
were being held during this period, in October and November, 
1941, as well as meetings between us on other occasions. 

Early in November we received word that the Japanese were 
sending an additional special envoy, Kurusu, to Washington to 
participate in the conversations that were being held. I had 
little hope that anything would come of his proposal, in view 
of all the information which we had been receiving as to the 
Japs’ determination to proceed with their program of aggression. 

On November 6, I had an hour’s talk alone with the President 
with regard to the Far Eastern situation and his approaching 
conference with Kurusu, who was coming from Japan. The thing 
uppermost in his mind was how we could gain more time. I 
quote from my notes: 

“The President outlined what he thought he might say. He 
was trying to think of something that would give us further 
time. He suggested he might propose a truce in which there 
would be no movement or armament for six months and then 
if the Japanese and Chinese had not settled their arrangement 
in that meanwhile, we could go on on the same basis.” 

I personally did not approve of a truce on such a basis and 
told him so. I felt that it would tie up our hands just at a time 
when it was so important that we should go on completing our 
reinforcement of the Philippines. Our bombers were now arriving 
in the Philippines and our military advisers then felt that if we 
could accumulate enough of them there it would place us in a 
favorable strategic position, and I did not approve of any ar- 
rangement that would prevent our continuing this program. 
Secondly, it was still very important that we keep the Chinese 
in the war, and I believed that they would feel that such a 
truce was a desertion of them, and that this would have a very 
serious effect on Chinese morale. 

On Friday, November 7, we had the usual weekly Cabinet 
meeting. The Far Eastern situation was uppermost in many 
of our minds. Mr. Hull informed us that relations had become 
extremely critical and that we should be on the outlook for 
any attack by Japan at any time. Our military advisers, while 
desirious of delay, had urged military action if Japan attacked 
territory whose security was vital to us and in this connection 
specified American, British, or Dutch territory. The President 
at the meeting undertook to take an informal vote of the Cab- 
inet as to whether it was thought the American people would 
back us: up if it became necessary to strike at Japan, in case 
she should attack England in Malaya or the Dutch in the East 
Indies. The Cabinet was unanimous in the feeling that the 
country would support such a move. The Cabinet voted this 
way even though only Mr. Hull and the President knew of the 
efforts which we had been making to reinforce the Philippines 
with the big bombers and which we in the Army felt could be 
effective support in case any attack should be made on the 
British or Dutch in Southeastern Asia. On November 10 at a 
Staff meeting, General Marshall, among other things, read us 
a long letter from General MacArthur in the Philippines, telling 
us of hopeful progress in the reorganization of the Philippine 
Army and the construction of airports throughout the Islands. 

Between November 10 and 21 talks were commenced in 
Washington between Nomura and Kurusu on the one hand, and 
the President and Mr. Hull on the other. During this period a 
very serious crisis developed by reason of the threatened strike 
of the coal miners, which would have been a most serious ob- 
stacle to our preparations for defense. Not only was the Presi- 
dent oecupied with this, but we in the War Department during 
this period were obliged to make preparations for taking over 
and operating the coal mines in case the strike should eventu- 
ate. Much of my personal time was occupied during these days 
with these preparations. Fortunately, the strike was ultimately 
averted and the matter resolved shortly after November 20. My 
notes contain no reference to any developments in the Japanese 
situation during this period. It was during this period, on No- 
vember 20, that’ Kurusu presented the Japanese proposals to 
Mr. Hull which, among other things, demanded that we should 
withdraw all material and moral support to China and at the 
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same time resume supplying to Japan the oil she required to 
assist her in carrying on her war with China. 

My notes recall to me the fact that on November 24 I had a 
good talk with General Olmstead, who had recently been pro- 
moted to be Chief Signal Officer. This department was of par- 
ticular interest to me because I had been giving a great deal of 
personal attention during the past months to the development 
of radar by the Army. I had for some time become convinced of 
the importance of radar, both as an antiaircraft protection as 
well as its uses for installation in planes and ships for combat 
purposes. We had made every effort to get as much radar equip- 
ment to Hawaii as possible, particularly for antiaircraft protec- 
tion; and, as the Committee has undoubtedly heard, substantial 
amounts of this equipment of the movable type were in Hawaii 
and capable of operation. 

On Tuesday, November 25, Secretary Knox and I met in Mr. 
Hull’s office for our usual Tuesday morning meeting. Mr. Hull 
showed us a proposal that he had prepared, which he was con- 
sidering laying before Nomura and Kurusu, for a three months’ 
truce. 

At twelve o’clock on the same day, we three went to the 
White House, where we met with the President and also Gen- 
eral Marshall and Admiral Stark. The President at once brought 
up the relations with the Japanese. Mr. Hull said the Japanese 
were poised for attack—that they might attack at any time. 
The President said the Japanese were notorious for making an 
attack without warning and stated that we might even be at- 
tacked, say vn :xt Monday for example. 

One problem troubled us very much. If you know that your 
enemy is going to strike you, it is not usually wise to wait until 
he gets the jump on you by taking the initiative. In spite of 
the risk involved, however, in letting the Japanese fire the first 
shot, we realized that in order to have the full support of the 
American people it was desirable to make sure that the Japanese 
be the ones to do this so that there should remain no doubt 
in anyone’s mind as to who vere the aggressors. We discussed 
at this meeting the basis on which this country’s position could 
be most clearly explained to our own people and to the world, 
in case we had to go into the fight quickly because of some 
sudden move on the part of the Japanese. We discussed the 
possibility of a statement summarizing all the steps of aggres- 
sion that the Japanese had already taken, the encirclement of 
our interests in the Philippines which was resulting and the 
threat to our vital supplies of rubber from Malay. I reminded 
the President that on August 19 he had warned the Japanese 
Ambassador that if the steps which the Japanese were then 
taking continued across the border into Thailand, he would 
regard it as a matter affecting our safety, and suggested that 
he might point out that the moves the Japanese were now 
apparently on the point of making would be in fact a violation 
of a warning that had already been given. 

When I got back to the War Department after this meeting 
on that same day, I found news from G-2 that was very dis- 
turbing. It indicated that the Japanese were embarking a large 
expeditionary force of 30, 40, or 50 ships at Shanghai and that 
this expedition was proceeding along the China coast south of 
Formosa. I at once telephoned Mr. Hull and also sent copies of 
the report to the President. 

The next morning, November 26, Mr. Hull told me over the 
telephone that he had about decided not to make the proposi- 
tion of the three months’ truce that he had discussed with Knox 
and me on November 25. The Chinese, for one thing, had 
pointed out strong objections to the proposal, particularly the 
effect on the morale of their own people. Mr. Hull stated that 
he felt the best thing to do was simply to tell the Japanese that 
he had no further action to propose. 

I telephoned the President shortly thereafter and asked him 
whether he had received the news of the new expedition from 
Shanghai proceeding down the China coast toward Indo-China. 
He had not received it. He was shocked by it, and at once took 
it as further evidence of bad faith on the part of the Japanese, 
that while they were negotiating with him—negotiations in 
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which we were asking for a withdrawal of their invading troops 
in China—they should be sending a further expedition down 
to Indo-China. 

On Thursday morning, November 27, the news was still com- 
ing in of the movement of the large Japanese expeditionary 
force south from Shanghai and eventually headed toward Indo- 
China, with a possibility that it might be proceeding to the 
Philippines or to Burma to cut off the Burma Road, or to the 
Dutch East Indies. It seemed probable, however, that it was 
a concentration to move over into Thailand, from which they 
could be in a position to attack Singapore at the proper moment; 
or, as the President later pointed out, it might develop into 
an attack on Rangoon and thus effectively stop the Burma 
Road at its beginning. 

Early that morning I had called up Mr. Hull to find out what 
his final word had been with the Japanese—whether he had 
handed them the proposal for three months’ truce, or whether 
he had told them he had no other proposition to make. He told 
me that he had broken the whole matter off. His words were: 
“T have washed my hands of it and it is now in the hands of 
you and Knox—the Army and the Navy.” I then called up the 
President, who gave mea little different view. He said that it 
was true that the talks had been called off, but that they had 
ended up with a magnificent statement prepared by Mr. Hull. 
I found out afterwards that this was the fact and that the state- 
ment contained a reaffirmation of our constant and regular po- 
sition without the suggestion of a threat of any kind. I per- 
sonally was relieved that we had not backed down on any of the 
fundamental principles on which we had stood for so long which 
I felt we could not give up without the sacrifice of our national 
honor and prestige in the world. I submit, however, that no im- 
partial reading of this document can characterize it as being 
couched in the terms of an ultimatum, although the Japanese 
were of course only too quick to seize upon it and give it that 
designation for their own purposes. 

Shortly after this General Arnold came in with proposed 
orders for the movement of two of our biggest planes from 
San Francisco out across the mandated islands to Manila. We 
were to arrange to have these fly high over the mandated 
islands, beyond the reach of their pursuit planes, and photo- 
graph them with the idea of trying to detect any naval con- 
centrations that might be going on there. 

Later Mr. Knox and Admiral Stark came over and conferred 
with me and General Gerow. General Gerow was chief of the 
War Plans Division. General Marshall was absent, having left 
the Department to attend certain Army training maneuvers 
which were going on that day. Both Admiral Stark and General 
Gerow were urging that any crisis be postponed as long as 
possible, to enable our preparations to proceed. A memorandum 
had been prepared by General Marshall and Admiral Stark 
to the President on this subject. The opinion of our top military 
and naval advisers was that delay was very desirable, but that 
nevertheless we must take military action if Japan attacked 
American, or British, or Dutch territory or moved her forces 
in Indo-China west of 100 degrees East or south of 10 degrees 
North. I told them, which was the fact, that I also would be 
glad to have more time, but I did not want it at the cost of 
humiliation of the United States or of backing down on any 
of our principles which would show a weakness on our part. 

We then discussed the messages that might be sent to the 
commanding officers of the various theaters, including in par- 
ticular General MacArthur, who was in the Philippines and in 
the forefront of the threatened area. We had already sent Mac- 
Arthur a warning, but I felt that the time had now come for a 
more definite warning. In talking with the President on the tele- 
phone that morning, I had suggested, and he had approved the 
idea, that we should send out a final alert, namely that they 
should be on the qui vive for any attack, and explaining the 
exact situation. Ordinarily, of course, there would be no reason 
for me to participate in the sending of any such message which 
was the normal function of the military staff. As the President 
himself, however, had now actually directed the sending of the 
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message, and as I wanted the message clearly to apprise the 
commanding officers in the various areas as to exactly what the 
diplomatic situation was, I undertook to participate in the fram- 
ing of this message myself. In order that it should be strictly 
accurate, I called up Mr. Hull myself on the telephone and got 
his exact statement as to the status of the negotiations, which 
was then incorporated in the first sentence of the message. My 
papers also indicate that I inserted in the second sentence the 
words “BUT HOSTILE ACTION POSSIBLE AT ANY 
MOMENT.” 

This same message was sent to Commanding Officer, Ha- 
waiian Department, and to the three other commanding officers 
of our Pacific theaters or outposts, viz: Panama, the Philip- 
pines, and the West Coast which included Alaska, except that 
in the case of the message to General MacArthur in the Philip- 
pines there were omitted from the third sentence from the end 
the following words: “BUT THESE MEASURES SHOULD 
BE CARRIED OUT SO AS NOT COMMA REPEAT NOT 
COMMA TO ALARM CIVILIAN POPULATION OR DIS- 
CLOSE INTENT.” The message as sent to General Short read 
as follows: 

COMMANDING GENERAL, HAWAIIAN DEPARTMENT 

FORT SHAFTER, T. H. 

NEGOTIATIONS WITH JAPAN APPEAR TO BE TER- 
MINATED TO ALL PRACTICAL PURPOSES WITH 
ONLY THE BAREST POSSIBILITIES THAT THE JAPA- 
NESE GOVERNMENT MIGHT COME BACK AND OF- 
FER TO CONTINUE PERIOD JAPANESE FUTURE AC- 
TION UNPREDICTABLE BUT HOSTILE ACTION 
POSSIBLE AT ANY MOMENT PERIOD IF HOSTILITIES 
CANNOT COMMA REPEAT CANNOT COMMA BE 
AVOIDED THE UNITED STATES DESIRES THAT 
JAPAN COMMIT THE FIRST OVERT ACT PERIOD THIS 
POLICY SHOULD NOT COMMA REPEAT NOT’ COMMA 
BE CONSTRUED AS RESTRICTING YOU TO A COURSE 
OF ACTION THAT MIGHT JEOPARDIZE YOUR DE- 
FENSE PERIOD PRIOR TO HOSTILE JAPANESE AC- 
TION YOU ARE DIRECTED TO UNDERTAKE SUCH 
RECONNAISSANCE AND OTHER MEASURES AS YOU 
DEEM NECESSARY BUT THESE MEASURES SHOULD 
BE CARRIED OUT SO AS NOT COMMA REPEAT NOT 
COMMA TO ALARM CIVIL POPULATION OR DISCLOSE 
INTENT PERIOD REPORT MEASURES TAKEN PERIOD 
SHOULD HOSTILITIES OCCUR YOU WILL CARRY OUT 
THE TASKS ASSIGNED IN RAINBOW FIVE SO FAR AS 
THEY PERTAIN TO JAPAN PERIOD LIMIT DISSEMI- 
NATION OF THIS HIGHLY SECRET INFORMATION TO 
MINIMUM ESSENTIAL OFFICERS 

MARSHALL 


This message has been criticized as ambiguous and described 
as a “do-don’t” message. The fact is that it presented with the 
utmost precision the situation with which we were all con- 
fronted and in the light of which all our commanding officers, 
as well as we ourselves in Washington, had to govern our con- 
duct. The situation was admittedly delicate and critical. On 
the one hand, in view of the fact that we wanted more time, 
we did not want to precipitate war at this moment if it could 
be avoided. If there was to be war, moreover, we wanted the 
Japanese to commit the first overt act. On the other hand, the 
matter of defense against an attack by Japan was the first 
consideration. In Hawaii, because of the large numbers of Jap- 
anese inhabitants, it was felt desirable to issue a special warn- 
ing so that nothing would be done, unless necessary to the 
defense, to alarm the civil population and thus possibly to 
precipitate an incident and give the Japanese an excuse to go 
to war and the chance to say that we had committed the first 
overt act. 

All these considerations were placed before the commanding 
officers of their respective areas, and it was because they were 
thought competent to act in a situation of delicacy requiring 
judgment and skill that they had been placed in these high posts 
of command. One of the basic policies of the Army command, 
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which has been adhered to throughout tiie cuure war, and in 
most instances with complete success, has been to give the local 
commander his objective and mission but not to interfere with 
him in the performance of it. When General Short was informed 
on November 27 that “Japanese action unpredictable” and that 
“hostile action possible at any moment,” and that the policy di- 
rected “should not comma repeat not comma be construed as 
restricting you to a course of action that might jeopardize your 
defense,” we had a right to assume that he would competently 
perform this paramount duty entrusted to him. We assumed 
that when he had been warned that hostile action was possible 
at any moment, it would not be necessary to repeat that warn- 
ing over and over again during the ensuing days. The fact was 
of course that General Short did receive, not only from Wash- 
ington but from other sources, repeated intelligence of the im- 
pending crisis. 

You will notice that this message of November 27 specifically 
mentions that reconnaissance is to be undertaken. This to my 
mind was a very important part of the message, not only be- 
cause of its obvious desirability but also because we had pro- 
vided the Hawaiian Department with what I regarded as a most 
effective means of reconnaissance against air attack and one to 
which I had personally devoted a great deal of attention during 
the preceding months. I refer to the radar equipment with which 
the Hawaiian Department was then provided. This equipment 
permitted approaching planes to be seen at distances of approxi- 
mately 100 miles; and to do so in darkness and storm as well as 
in Clear daylight. In the early part of 1941 I had taken up ear- 
nestly the matter of securing such radar equipment for aircraft 
protection. I knew, although it was not then generally known, 
that radar had proved of the utmost importance to the British 
in the Battle of Britain, and I felt in the beginning of 1941 that 
we were not getting this into production and to the troops as 
quickly as we should, and put on all the pressure I could to 
speed up its acquisition. By the autumn of 1941 we had got 
some of this equipment out to Hawaii, and only a few days be- 
fore this I had received a report of the tests which had been 
made of this equipment in Hawaii on November 19, which in- 
dicated very satisfactory results in detecting approaching air- 
planes. I testified at considerable length with regard to this . 
before the Army Pearl Harbor Board (A. P.H.B., 4064, et 
seq.). When we specifically directed the commanding officer at 
Hawaii, who had been warned that war was likely-at any mo- 
ment, to make reconnaissance, I assumed that all means of re- 
connaissance available to both the Army and Navy would be 
employed. On the same day a war warning was dispatched to the 
Commander in Chief of the Pacific Fleet by the Chief of Naval 
Operations. The standing instructions to the theater command- 
ers were that all messages of this character were to be ex- 
changed between the Army and Navy commands. 

I repeat that my participation in the drafting of this message 
of November 27 was unusual, since I do not believe it is ad- 
visable for the Secretary of War to meddle with military staff 
matters. As already stated, I did so on this occasion because 
I felt I was conveying a message from the President. The Presi- 
dent had taken a momentous decision that day, namely to 
send what I call a final alert. The Chief of Staff was away for 
the day, and I wanted to make certain that the President’s 
orders were carried out accurately. 

You will note that my notes speak only of the message to 
General MacArthur. This is evidence of what was the fact— 
namely that we all felt in Washington that the first and most 
likely danger was an attack on the Philippines and that such 
an attack would be most difficult to meet. Such information 
as we had been able to gather as to the movements of the Jap- 
anese forces indicated a movement toward the south, which 
might easily be diverted either to Indo-China, Malay Peninsula, 
Dutch East Indies, or the Philippines. We were correct in this 
inference. Such an attack on the Philippines was being prepared 
and immediately followed the attack on Pearl Harbor. The 
movements of the fleet which attacked Pearl Harbor were 
entirely unknown to us. 
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SERENE SETS 


When the replies to these messages came in from General 
MacArthur and General Short, they were checked to me by 
General Marshall, undoubtedly for the purpose of reassuring 
me that our messages had been duly received. The original 
documents bear my initials, indicating that they were noted 
by me. 

The first thing in the morning of the next day—Friday, 
November 28—I received information from G-2 of such a 
formidable character with regard to the movements of the 
Japanese forces along the Asiatic coast that I decided to take 
it to the President before he got up. I saw him while he was 
still in bed, and we discussed the situation. He suggested that 
there were three alternatives, as my notes show: First, to do 
nothing; second, to make something in the nature of an ulti- 
matum, stating a point beyond which we would fight; or, third, 
to fight at once. I said that I felt that to do nothing was out 
of the question and the President agreed with me. As’ to the 
other two alternatives, the desirable thing to do from the point 
of view of our own tactics and safety was to take the initiative 
and attack without further warning. It is axiomatic that the 
best defense is offense. It is always dangerous to wait and 
let the enemy make the first move. I was inclined to feel that 
the warning given in August by the President against further 
moves by the Japanese toward Thailand justified an attack 
without further warning, particularly as their new movement 
southward indicated that they were about to violate that warn- 
ing. On the other hand, I realized that the situation could be 
made more clean cut from the point of view of public opinion 
if a further warning were given. 

I went at 12 o’clock that day to a meeting of the so-called 
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War Cabinet—that is to say, the President, Mr. Hull, Mr. 
Knox, Admiral Stark, General Marshall, and myself. The Presi- 
dent had been studying the latest.report of G-2 as to the move- 
ments of the Japanese expeditionary force, and we discussed the 
various possibilities as to what it meant. The various alterna- 
tives mentioned were that it might develop into an attack on 
the Philippines, the landing of further troops in Indo-China, an 
attack on Thailand, on the Dutch Netherlands or on Singapore, 
or that it might develop into an attack on Rangoon and thus 
cut off the Burma Road at the beginning. The possibility of an 
attack on Pearl Harbor was not discussed at the meeting, since 
our thoughts were all focused on this movement toward South- 
east Asia, which indicated a crisis -in that direction. All agreed 
that if the expedition were permitted to land in the Gulf of 
Siam it would place a strong Japanese force in such a strategic 
position as to be a severe blow at all three of the powers in 
Southeast Asia—the British at Singapore, the Netherlands in 
the Indies, and ourselves in the Philippines. We all agreed that 
it must not be allowed; that, if the Japanese got into the Isth- 
mus of Kra, the British would fight; and, if the British fought, 
we would have to fight. We realized that if this expedition was 
allowed to round the southern point of Indo-China, this whole 
chain of disastrous events would be set on foot. 

We decided, therefore, that we could not just sit still and 
do nothing. On the other hand, we also decided that we could 
not attack without a further warning to Japan, and we dis- 
cussed what form that warning should take. The President 
suggested a special telegram from himself to the Emperor of 
Japan. After some discussion it was decided that he would send 
such a letter to the Emperor, which would not be made public, 
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“*,.. the possibility of an attack on Pearl Harbor was not discussed. . .’’ 
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and that at the same time he would deliver a special message 
to Congress reporting on the danger and reporting what we 
would have to do if the danger happened. The President left 
after the meeting to keep his engagement at Warm Springs, 
where he was going to have Thanksgiving with the children. 
Phe rest of the week end was largely taken up with preparing 
a suggested draft of a message for the President to deliver to 
Congress, in which Secretary Knox and I co-operated with Mr. 
Hull and his associates in the State Department. 

On Monday morning, December 1. the President returned 
to Washington. I recollect that in the meantime we had received 
evidence that the Japanese expedition which we had been watch- 
ing was landing in Indo-China in the neighborhood of Saigon, 
rather than going on to the Peninsula and up into the Gulf 
of Siam. This appeared to give us a little respite, since it indi- 
cated that perhaps they were not going to invade Thailand 
at once. The Russians had also made a new counterattack 
against the Germans at Rostov, and we thought that possibly 
this had given the Japanese some pause. 

On Tuesday, December 2, Secretary Knox, Sumner Welles, 
and I met with the President, as Mr. Hull was laid up with a 
cold. The President went step by step over the situation, and 
1 felt sure that he had made up his mind to go ahead with the 
message to Congress and possibly the message to the Emperor. 
We also learned that he had asked the Japanese through the 
State Department what they intended by this new occupation 
of southern Indo-China and had demanded a quick reply. We 
were watching the situation in the Far East very carefully. 
| was in frequent conference with General Marshall and with 
General Miles of G-2 and also General Gerow of the War Plans 
Division of the General Staff. We were particularly concerned 
with supplies which were on the way to the Philippines and 
additional big bombers which we were trying to fly over there, 
some of which were scheduled to start at the end of the week. 
I gave up another engagement in order to stay in Washington 
over the week end. 

On Sunday, December 7, Mr. Knox and I[ went to Secretary 
Hull’s office at 10:30 in the morning and talked the whole mat- 
ter over. This was the day on which we knew the Japanese were 
going to bring their answer, and Mr. Hull said he was certain 
that the Japanese were planning some deviltry; and we were all 
wondering where the blow would strike. The messages we were 
receiving now indicated that the Japanese force was continuing 
on in the Gulf of Siam, and again we discussed whether we 
would not have to fight if Malaya or the Netherlands were at- 
tacked and the British or Dutch fought. We all three thought 
that we must fight if those nations fought. We realized that if 
Britain were eliminated it might well result in the destruction or 
capture of the British fleet. Such a result would give to the Nazi 
allies overwhelming power in the Atlantic Ocean and would 
make the defense of the American republics enormously difficult 
if not impossible. All the reasons why it would be necessary for 
the United States to fight, in case the Japanese attacked either 
our British or Dutch neighbors in the Pacific, were discussed at 
length and at my request Mr. Hull and Mr. Knox dictated their 
views. These views are attached to my notes of that day as sub- 
mitted herewith. 

I returned to lunch at my home. At just about 2 o’clock, while 
I was sitting at lunch, the President called me on the telephone 
and told me that the Japanese were bombing Hawaii. My notes 
for the remainder of December 7 speak for themselves and need 
no comment. 


SUMMARY OF MY VIEWS 

AS TO THE RESPONSIBILITY 

OF MEMBERS OF THE ARMY 
My views as to these responsibilities are stated at length in 
my final official report made under the Joint Resolution of 
Congress approved June 13, 1944, after the Army Board and 
the Judge Advocate General had made their investigations and 
reports to me. Many of the discussions on this subject indicate 
a failure to grasp the fundamental difference between the duties 
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of an outpost commander and those of the Commander in Chief 
of an army or nation and his military advisers. The outpost 
commander is like a sentinel on duty in the face of the enemy. 
His fundamental duties are clear and precise. He must assume 
that the enemy will attack at his-particular post; and that the 
enemy will attack at the time and in the way in which it will 
be most difficult to defeat him. It is not the duty of the outpost 
commander to speculate or rely on the possibilities of the enemy 
attacking at some other outpost instead of his own. It is his 
duty to meet him at his post at any time and to make the best 
possible fight that can be made against him with the weapons 
with which he has been supplied. 

On the other hand, the Commander in Chief of the nation 
(and his advisers) —particularly of a nation which has been as 
habitually neglectful of the possibility of war as our own—has 
much more difficult and complex duties to fulfill. Unlike the 
outpost commander, he must constantly watch, study, and es- 
timate where the principal or most dangerous attack is most 
likely to come, in order that he may most effectively distribute 
his insufficient forces and munitions to meet it. He knows that 
his outposts are not all equally supplied or fortified, and that 
they are not all equally capable of defense. He knows also that 
from time to time they are of greatly varying importance to the 
grand strategy of the war. 

For all these reasons he is compelled to give constant and 
close attention to the reports from all his intelligence agencies 
in order that he may satisfactorily solve the innumerable prob- 
lems which are constantly arising in the performance of the 
foregoing duties. 

During those days in November, 1941, we at the War De- 
partment had been informed and believed that Hawaii had been 
more generously equipped from the nation’s inadequate supplies 
of men and munitions than either of the other three important 
Pacific outposts, and we believed that with the Fleet at hand 
there it was more capable of defense. We also knew that the 
Philippines was by far the least capable of defense, although we 
were working vigorously to get it into a position to put up a 
hard fight. We also knew that a disaster there would have an in- 
calculably bad moral effect on account of our relations to the 
Filipinos—well known throughout the Far East—and our 
pledges given for their protection. Finally, we had received these 
specific warnings of a Japanese expedition being on its way to a 
commanding position from which it could attack the Philippine 
Islands. 

From the foregoing I believe that it was inevitable and proper 
that a far greater number of_items of information coming 
through our Intelligence should be collected and considered 
and appraised by the General Staff at Washington than those 
which were transmitted to the commander of an outpost. 
General Short had been told the two essential facts: (1) A 
war with Japan is threatening. (2) Hostile action by Japan is 
possible at any moment. Given those two facts, both of which 
were stated without equivocation in the message of November 
27, the outpost commander should be on the alert to make 
his fight. 

Even without any such message, the outpost commander 
should have been on the alert. If he did not know that the rela- 
tions between Japan and the United-States were strained and 
might be broken at any time, he must have been almost the 
only man in Hawaii who did not know it, for the radio and the 
newspapers were blazoning out those facts daily, and he had a 
chief of staff and an intelligence officer to tell him so. And if he 
did not know that the Japanese were likely to strike without 
warning, he could not have read his history of Japan or known 
the lessons taught in the Army schools in respect to such mat- 
ters. Under these circumstances which were of general knowl- 
edge and which he must have known, to cluster his airplanes in 
such groups and positions that in an emergency they could not 
take the air for several hours, and to keep his antiaircraft am- 
munition so stored that it could not be promptly and immedi- 
ately available, and to use his best reconnaissance system, the 
radar, only for a very small fraction of the day and night, in my 


69 











opinion betrayed a misconception of his real duty which was 
almost beyond belief. 

In the next place, having made these mistakes and disre- 
garded the whole tenor of the warning message to him, he then 
sent a reply message to Washington which gave no adequate 
notice of what he had failed to do and which was susceptible 
of being taken, and was taken, as a general compliance with 
the main warning from Washington. My initials show that this 
message crossed my desk, and in spite of my keen interest in 
the situation it certainly gave me no intimation that the alert 
order against an enemy attack was not being carried out. Al- 
though it advised me that General Short was alert against sabo- 
tage, I had no idea that being “alerted to prevent sabotage” was 
in any way an express or implied denial of being alert against an 
attack by Japan’s armed forces. The very purpose of a fortress 
such as Hawaii is to repel such an attack, and Short was the 
commander of that fortress. Furthermore, Short’s statement in 
his message that “liaison” was being carried out with the Navy, 
coupled with the fact that our message of November 27 had 
specifically directed reconnaissance, naturally gave the impres- 
sion that the various reconnaissance and other defensive meas- 
ures in which the co-operation of the Army and the Navy is 
necessary, weve under way and a proper alert was in effect. 

With the aid of “hindsight” I believe now that to a staff 
officer whose specific duty was to make dead sure that the warn- 
ing order was being intelligently and thoroughly put into effect, 
the lack of detail in the reply should have suggested the impor- 
tance of a follow-up inquiry and I have so stated-in my final 
official report of August, 1945. 

With the further aid of such “hindsight” and in the same 
official report, I also reached the opinion that the War Plans 
Division of the General Staff would have placed itself and the 
safety of the country in a sounder position if it had transmitted 
to General Short more information than it did. The novelty of 
the imminence of war and the fact that our outpost commanders 
were untried in their positions now indicate that more details 
and repeated emphasis would have|been a safer policy. Also 
there seems to have been a lack of co-ordination in the General 
Staff in respect to the method in which the warnings against 
sabotage were sent, which would not have occurred later in the 
war after the Staff was fully organized. 


Yet none of these things in my opinion alter in any material 


, degree the responsibility of General Short for the complete 


absence of a real alert, which he had been directed to take in 
the message of November 27, and for the placing of his defense 
in a more helpless position than it was before that alert message 
was sent. After all, he was the man upon whom the country 
had a right to rely for the defense of Hawaii, and he had been 
sufficiently warned. 

I have tried to review these various responsibilities with fair- 
ness to both the outpost commander and te Staff officers at 
home. I am particularly led to do so because of the difficulty of 
reproducing now after a lapse of more than four years the back- 
ground and atmosphere under which the entire Army was then 
working. Our General Staff officers were working under a ter- 
rific pressure in the face of a global war which they felt was 
probably imminent. Yet they were surrounded, outside of their 
offices and almost throughout the country, by a spirit of iso- 
lationism and disbelief in danger which now seems incredible. 
A single incident gives striking evidence of this. During the 


, very last week before the Pearl Harbor attack there was made 


a most disloyal and almost unbelievable attack on the chief 
work of the Staff. For months the General Staff had been 
laboring over the construction of a strategic and tactical plan 
for the fighting of a global war in case it should eventuate. The 
making of such a plan is the highest and most important duty 
of a general staff—the chief purpose for which it exists. It is 
also naturally the most highly secret paper in the possession of 
the government. On December 4, 1941, the Chicago Tribune 
published practically in full a copy of that plan. The impact of 
such a blow was very severe. It involved implications which 
stretched far and suspicions (happily not fulfilled) of disloyalty 
in the Army itself. The officers of the Army were then trying to 
do their duty in the deadening, if not actually hostile, atmos- 
phere of a nation that was not awake to its danger. We are 
now engaged in passing judgment upon their actions in the 
wholly different atmosphere of a nation which has suffered some 
of the horrors of the greatest and most malignant war in history. 
In my opinion, it would be highly unjust to them if this com- 
plete difference of atmosphere was not given the weight which 
it deserves. 

Henry L. Stimson 





APPENDIX TO STATEMENT OF HENRY L. STIMSON 


MR. STIMSON’S NOTES 


Wednesday, November 5, 1941. 
Matters are crystallizing on both sides of us now and the 
Navy is meeting with big losses in the Atlantic and Japan is 
sending somebody to us who, I think, will bring us a proposal 
impossible of acceptance. I spent part of the morning reading 
matters—secret reports—on the latter matter. 
Thursday, November 6, 1941. 
Then I left for the White House conference and had about 
an hour’s talk with the President—on the whole a good talk. 
He was apparently in very good feeling. We talked about the 
Far Eastern situation and the approaching conference with 
the messenger who is coming from Japan. The President out- 
lined what he thought he might say. He was trying to think 
of something which would give us further time. He suggested 
he might propose a truce in which there would be no movement 
or armament for six months, and then if the Japanese and 
Chinese had not settled their arrangement in that meanwhile, 
we could go on on the same basis. I told him I frankly saw 
two great objections to that: First, that it tied up our hands 
just at a time when it was vitally important that we should 
go on completing our reinforcement of the Philippines; and, 
second, that the Chinese would feel that any such arrangement 
was a desertion of them. I reminded him that it has always 
been our historic policy since the Washington Conference not 
to leave the Chinese and Japanese alone together, because the 
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Japanese were always able to overslaugh the Chinese and the 
Chinese know it. I told him that I thought the Chinese would 
refuse to go into such an arrangement. 
Friday, November 7, 1941. 
Cabinet meeting this afternoon. The President opened with 
telling the story of Lincoln and his Cabinet—how he polled 
the Cabinet and found them all polling No and then he said, 
“the Ayes have it.” With that he started to have what he said 
was the first general poll of his Cabinet and it was on the ques- 
tion of the Far East—whether the people would back us up in 
case we struck at Japan down there and what the tactics should 
be. (See Statement above as to this Cabinet meeting.) It was 
a very interesting talk—the best Cabinet meeting I think we 
have ever had since I have been there. He went around the 
table—first Hull and then myself, and then around through 
the whole number and it was unanimous in feeling the country 
would support us. He said that this time the vote is unanimous, 
he feeling the same way. Hull made a good presentation of the 
general situation. I told them I rather narrowed it down into a 
following-up the steps which had been done to show what needed 
to be done in the future. The thing would have been’ much 
stronger if the Cabinet had known—and they did not know ex- 
cept in the case of Hull and the President—what the Army is 
doing with the big bombers and how ready we are to pitch in. 
Monday, November 10, 1941. 
In the second place he (General Marshall at a Staff meeting) 
read us a long letter from General MacArthur in the Philip- 
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MR. STIMSON AND THE LATE SECRETARY KNOX 


“Hull showed us the proposal for a three months’ truce . . . but | don’t think there is any chance of the Japanese accepting...” 


pines, telling us of the progress of the reorganization of the 
Philippine Army and the construction of airports throughout 
the Islands. This was very interesting to me. 
Friday, November 21, 1941. 
I talked to the President about the question (danger) of 
poison gas in the Philippines. We have learned that the Japa- 
nese have used it on the Chinese at Ichang, where they killed 
some 700 Chinamen and disabled about (Note: Blank in notes.) 
—I don’t want to be caught without gas in the Philippines. 
And yet we have been afraid to send it for fear it would leak 
out and be misconstrued during these negotiations. But I 
thought that the time had come when we ought to not delay 
any longer and I told the President so quietly and privately 
after the conference and he agreed with me. So when I got 
back I called in General Gerow in the absence of General Mar- 
shall and told him to look up all the facts and get ready for 
the possible shipments with the idea that it should be done so 
that it would not come out in the press. 
Monday, November 24, 1941. 
I had a good talk with General Olmstead, whom I have re- 
cently promoted to be the Chief Signal Officer on General 
Mauborgne’s retirement. He is doing very well and outlined 
to me the work of reorganization of his office which he has 
accomplished. It was very good. (Note: This conference was 
on the subject of the use of radar as a defense against surprise 
attacks. See Statement above.) 
Tuesday, November 25, 1941. 
This was a very full day indeed. At 9:30 Knox and I met 
in Hull’s office for our meeting of Three. Hull showed us the 
proposal for a three months’ truce, which he was going to lay 
before the Japanese today or tomorrow. It adequately safe- 
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guarded all our interests, I thought as we read it, but I don’t 
think there is any chance of the Japanese accepting it, because 
it was so drastic. In return for the propositions which they were 
to do; namely, to at once evacuate and at once to stop all 
preparations or threats of action, and to take no aggressive ac- 
tion against any of her neighbors, etc., we were to give them 
open trade in sufficient quantities only for their civilian popu- 
lation. This restriction was particularly applicable to oil. We 
had a long talk over the general situation. 
% * * 

Then at 12 o’clock we (viz., General Marshall and I) went 
to the White House, where we were until nearly half past 1. 
At the meeting were Hull, Knox, Marshall, Stark and myself. 
There the President, instead of bringing up the Victory Parade 
(this was an office nickname for the General Staff strategic 
plan of national action in case of war in Europe) , brought up 
entirely the relations with the Japanese. He brought up the 
event that we were likely to be attacked perhaps (as soon as) 
next Monday, for the Japanese are notorious for making an 
attack without warning, and the question was what we should 
do. The question was how we should maneuver them into the 
position of firing the first shot without allowing too much danger 
to ourselves. It was a difficult proposition. (See Statement. 
Our military and naval] advisers had warned us that we could 
not safely allow the Japanese to move against British Malaysia 
or the Dutch East Indies without attempting to prevent it.) 
Hull laid out his general broad propositions on which the thing 
should be rested—the freedom of the seas and the fact that 
Japan was in alliance with Hitler and was carrying out his policy 
of world aggression. The others brought out the fact that any 
such expedition to the south as the Japanese were likely to take 
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would be an encirclement of our interests in the Philippines and 
cutting into our vital supplies of rubber from Malaysia. I 
pointed out to the President that he had already taken the first 
steps towards an ultimatum in notifying Japan way back last 
summer that if she crossed the border into Thailand she was 
violating our safety and that therefore he had only to point out 
(to Japan) that to follow any such expedition was a violation 
of a warning we had already given. So Hull is to go to work on 
preparing that. When I got back to the Department I found 
news from G-2 that an (a Japanese) expedition had started. 
Five divisions have come down from Shantung and Shansi to 
Shanghai and there they had embarked on ships—30, 40 or 50 
ships—and have been sighted south of Formosa. I at once called 
up Hull and told him about it and sent copies to him and to 
the President of the message from G-2. 

Wednesday, November 26, 1941. 

Hull told me over the telephone this morning that he had 
about made up his mind not to give (make) the proposition 
that Knox and I passed on the other day to the Japanese but 
to kick the whole thing over—to tell them that he has no 
other proposition at all. The Chinese have objected to that 
proposition—when he showed it to them; that is, to the propo- 
sition which he showed to Knox and me, because it involves 
giving to the Japanese the small modicum of oil for civilian 
use during the interval of the truce of the three months. Chiang 
Kai-shek had sent a special message to the effect that that 
would make a terrifically bad impression in China; that it would 
destroy all their courage and that they (it) would play into 
the hands of his, Chiang’s, enemies and that the Japanese 
would use it. T. V. Soong had sent me this letter and has 
asked to see me and I had called Hull up this morning to 
tell him so and ask him what he wanted me to do about it. 
He replied as I have just said above—that he had about 
made up his mind to give up the whole. thing in respect to a 
truce and to simply tell the Japanese that he had no further 
action to propose. 

A few minutes later I talked to, the President over the 
telephone and I asked him whether he had received the paper 
which I had sent him over last night about the Japanese having 
started a new expedition from Shanghai down towards Indo- 
China. He fairly blew up—jumped up into the air, so to speak, 
and said he hadn’t seen it and that that changed the whole 
situation because it was an evidence of bad faith on the part 
of the Japanese that while they were negotiating for an entire 
truce—an entire withdrawal (from China)—they should be 
sending this expedition down there to Indo-China. I told him 
that it was a fact that had come to me through G-2 and 
through the Navy Secret Service and I at once got another 
copy of the paper I had sent last night and sent it over to 
him by special messenger. 

Thursday, November 27, 1941. 

A very tense, long day. News is coming in of a concentration 
and movement south by the Japanese of a large expeditionary 
force moving south from Shanghai and evidently headed towards 
Indo-China, with a possibility of going to the Philippines 
or to Burma, or to the Burma Road or to the Dutch East Indies, 
but probably a. concentration to move over into Thailand and 
to hold a position from which they can attack Singapore when 
the moment arrives. 

The first thing in the morning I called up Hull to find out 
what his finale had been with the Japanese—whether he had 
handed them the new proposal which we passed on two or three 
days ago or whether, as he suggested yesterday he would, he 
broke the whole matter off. He told me now that he had broken 
the whole matter off. As he put it, “I have washed my hands 
of it and it is now in the hands of you and Knox—the Army 
and the Navy.” I then called up the President. The President 
gave me a little different view. He said they had ended up, but 
they ended up with a magnificent statement prepared by Hull. 
I found out afterwards that this was not a reopening of the 
thing but a statement of our constant and regular position. 

General Arnold came in to present the orders for the move- 
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ment of two of our biggest planes out from San Francisco and 
across the mandated islands to Manila. There is a concentra- 
tion going on by the Japanese in the mandated islands and 
these planes can fly high over them, beyond the reach of their 
pursuit planes and take photographs. 

Knox and Admiral Stark came over and conferred with me 
and General Gerow. Marshall is down at the maneuvers today 
and I feel his absence very much. There was a tendency, not 
unnatural, on the part of Stark and Gerow to seek for more 
time. I said that’ I was glad to have time but I didn’t want it 
at any cost of humility on the part of the United States or of 
reopening the thing which would show a weakness on our part. 
The main question has been over the message that we shall 
send to MacArthur. We have already sent him a quasi alert, or 
the first signal for an alert, and now, on talking with the 
President this morning over the telephone, I suggested and he 
approved the idea that we should send the final alert: namely, 
that he should be on the qui vive for any attack and telling 
him how the situation was. So Gerow and Stark and I went 
over the proposed message to him from Marshall very care- 
fully; finally got it in shape and with the help of a telephone 
talk I had with Hull, I got the exact statement from him of 
what the situation was. 

Friday, November 28, 1941. 

Pursuant to my instructions G-2 had sent me a summary of 
the information in regard to the movements of the Japanese 
in the Far East and it amounted to such a formidable statement 
of dangerous possibilities that I decided to take it to the Presi- 
dent before he got up. I told him there was an important coali- 
tion of facts and that I thought he ought to read it before his 
appointment which he had made for us at 12 o’clock, when the 
so-called War Cabinet was to meet him—Hull, Knox, myself 
with Stark and Marshall. He branched into an analysis of the 
situation himself as he sat there on his bed, saying there were 
three alternatives and only three that he could see before us. 
I told him I could see two. His alternatives were—first, to do 
nothing; second, to make something in the nature of an ulti- 
matum again, stating a point beyond which we would fight; 
third, to fight at once. I told him my only two were the last 
two, because I did not think anyone would do nothing in this 
situation, and he agreed with me. I said of the other two my 
choice was the latter one. 

When we got back there at 12 o’clock he had read the paper 
that I had left with him. The main point of the paper was a 
study of what the expeditionary force, which we know has 
left Shanghai and is headed south, is going to do. G-2 pointed 
out that it might develop into an attack on the Philippines or 
a landing of further troops in Indo-China, or-an attack on 
Thailand or an attack on the Dutch Netherlands, or on Singa- 
pore. After the President had read these aloud, he pointed out 
that there was one more. It might, by attacking the Kra 
Isthmus, develop into an attack on Rangoon, which lies only 
a short distance beyond the Kra Isthmus and the taking of 
which by the Japanese would effectually stop the Burma Road 
at its beginning. This, I think, was a very good suggestion on 
his part and a very likely one. It was the consensus that the 
present move—that there was an expeditionary force on the 
sea of about 25,000 Japanese troops aimed for a landing some- 
where—completely changed the situation when we last dis- 
cussed whether or not we could address an ultimatum to Japan 
about moving the troops which she already had on land in 
Indo-China. It was now the opinion of everyone that if this 
expedition was allowed to get around: the southern point of 
Indo-China and to go off and land in the Gulf of Siam, either 
at Bangkok or further west, it would be a terrific blow at all 
of the three powers, Britain at Singapore, the Netherlands, and 
ourselves in the Philippines. It was the consensus of everybody 
that this must not be allowed. Then we discussed how to pre- 
vent it. It was agreed that if the Japanese got into the 
Isthmus of Kra, the British would fight. It was also agreed 
that if the British fought, we would have to fight. And it now 


seems clear that if this expedition was allowed to round the . 
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southern point of Indo-China, this whole chain of disastrous 
events would be set on foot of going. 

It further became a consensus of views that rather than 
strike at the force as it went by without any warning on the 
one hand, which we didn’t think we could do; or sitting still 
and allowing it to go on, on the other, which we didn’t think 
we could do;—that the only thing for us to do was to address 
it a warning that if it reached a certain place, or a certain line, 
or a certain point, we should have to fight. The President’s mind 
evidently was running towards a special telegram from himself 
to the Emperor of Japan. This he had done with good results 
at the time of the Panay incident, but for many reasons this 
did not seem to me to be the right thing now and I pointed 
them out to the President. In the first place, a letter to the 
Emperor of Japan could not be couched in terms which con- 
tained an explicit warning. One does not warn an Emperor. 
In the second place it would not indicate to the people of the 
United States what the real nature of the danger was. Con- 
sequently I said there ought to be a message by the President 
to the people of the United States and I thought that the best 
form of a message would be an address to Congress reporting 
the danger, reporting what we would have to do if the danger 
happened, The President accepted this idea of a message but 
he first thought of incorporating in it the terms of his letter 
to the Emperor. But again I pointed out that he could not 
publicize a letter to an Emperor in such a way; that he had 
better send his letter to the Emperor separate as one thing 
and a secret thing, and then make his speech to the Congress 
as a separate and a more understandable thing to the people of 
the United States. This was the final decision at that time 
and the President asked Hull and Knox and myself to try to 
draft such papers. 

Tuesday, December 2, 1941. 

Dr. Alfred Sze and Dr. T. V. Soong came in to see me on 
their own request. I think Soong was anxious to have someone 
present as a witness to get me to corroborate what I said to 
him some time ago about our intentions to fortify the Philip- 
pines. I told him simply that I knew what a difficult situation 
the Generalissimo was in and it was very presuming for me, 
sitting here in comfort, to ask him to be patient when he was 
in the middle of such anxieties and responsibilities there. Never- 
theless I told him that that was, I am sure, the course that he 
should take. I said, I can only say that there is no change in 
the American policy from what I said to Dr. Soong some time 
ago and he can report that to the Generalissimo and tell him 
that I also counsel him to have just a little more patience and 
then 1 think all things will be well. Apparently that was all 
they wanted for they at once got up and thanked me and went 
away. I warned them, of course, that they should not in any 
way make public or leak about what I said to them. I called in 
Marshall and told him what had happened and asked him to 
remember what. I said. 

* * * 

I left for the White House conference at 12 o’clock and there 
were present there just Knox, Sumner Welles and myself, as 
Hull is laid up with a cold. The President went step by step 
over the situation and I think has made up his mind to go 
ahead. He has asked the Japanese through Sumner Welles what 
they intend by this new occupation of southern Indo-China— 
just what they are going to do—and has demanded a quick 
reply. The President is still deliberating the possibility of a 
message to the Emperor, although all the rest of us are rather 
against it, but in addition to that he is quite settled, I think, 
that he will make a message to the Congress and will perhaps 
back that up with a speech to the country. He said that he was 
going to take the matters right up when he left us. 

Sunday, December 7, 1941. 

Today is the day that the Japanese are going to bring their 
answer to Hull, and everything in “magic” indicated they had 
been keeping the time back until now in order to accomplish 
something hanging in the air. Knox and I arranged a confer- 
ence with Hull at 10:30 and we talked the whole matter over. 


MARCH 29, 1946 


Hull is very certain that the Japs are planning some deviltry 
and we are all wondering where the blow will strike. We three 
stayed together in conference until lunch time, going over the 
plans for what should be said or done. The main thing is to 
hold the main people who are interested in the Far East to- 
gether—the British, ourselves, the Dutch, the Australians, the 
Chinese. Hull expressed his views, giving the broad picture of ° 
it, and I made him dictate it to a stenographer and I attach it 
to the end of this. Knox also had his views as to the importance 
of showing immediately how these different nations must stand 
together and I got him to dictate that and that is attached 
hereto. Hull was to see the Japanese envoys at 1 o’clock but 
they were delayed in keeping the appointment and did not 
come until later—as it turned out, till 2 o’clock or after. I 
returned to Woodley to lunch and just about 2 o’clock, while 
I was sitting at lunch, the President called me up on the tele- 
phone and in a rather excited voice asked me, “Have you heard 
the news?” I said, “Well, I have heard the telegrams which 
have been coming in about the Japanese advances in the Gulf 
of Siam.” He said, “Oh, no. I don’t mean that. They have 
attacked Hawaii. They are now bombing Hawaii.” Well, that 
was an excitement indeed. The messages which we have been 
getting through Saturday and yesterday and this morning are 
messages which are brought by the British patrol south of 
Indo-China, showing that large Japanese forces were moving 
up into the Gulf of Siam. This itself was enough excitement 
and that was what we were at work on our papers about. The 
observer thought these forces were going to land probably 
either on the eastern side of the Gulf of Siam, where it would 
be still in Indo-China, or on the western side, where it would 
be the Kra Peninsula, or probably Malaya. The British were 
very much excited about it and our efforts this morning in 
drawing our papers was to see whether or not we should all 
act together. The British will have to fight if they attack the 
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Kra Peninsula. We three all thought that we must fight if the 
British fought. But now the Japs have solved the whole thing 
by attacking us directly in Hawaii. 

As soon as I could finish my lunch, I returned to the office 
and began a long conference which lasted until 6 o’clock. The 
news coming from Hawaii is very bad. They seem to have 
sprung a complete surprise upon our Fleet and have caught 
the battleships inside the harbor and bombed them severely 
with losses. They have also hit our airfields there and have 
destroyed a great many of our planes, evidently before they 
got off the ground. It has been staggering to see our people 
there. who have been warned long ago and were standing on 
the alert, should have been so caught by surprise. At 4 o’clock 
McCloy had the chiefs of the arms of the services in his room 
and I went in there and made them a little pep-up talk about 
getting right to work in the emergency but most of the time 
was spent in conference with Marshall, Grenville Clark, Miles, 
Patterson, McCloy, and their assistants, Lovett and General 
Gullion, the Provost Marshal General. The main subject that 


we were talking about was the form of a declaration of war.’ 


Grenville Clark had drawn up a copy based largely on the 
Woodrow Wilson one. We all thought that it was possible we 
should declare war on Germany at the same time with Japan, 
but that, of course, is an open question. There will be no doubt 
about declaring war on Japan now, I think. The President has 
set a conference at the White House at 8:30 this evening, in 
which the Cabinet had a conference and then a conference at 
9 to which the leaders of the House were coming. 

When the news first came that Japan had attacked us, my 
first feeling was of relief that the indecision was over and that 
a crisis had come in a way which would unite all our people. 
This continued to be my dominant feeling in spite of the news 
of catastrophes which quickly developed. For I feel that this 
country united has practically nothing to fear; while the 
apathy and divisions stirred up by unpatriotic men have been 
hitherto very discouraging. ' 

Our meeting with the President in the evening was in the 
Oval Room in the White House. He sat behind his desk and we 
in a semicircle in front of him. He opened by telling us that 
this was the most serious meeting of the Cabinet that had 
taken place since 1861 and then he proceeded to enumerate the 
blows which had fallen upon us at Hawaii. Before he got to 
that, Knox who sat next to me told me with a rather white 
face that we had lost seven of the eight battleships in Hawaii. 
This, however, proved later to be exaggerated. Steve Early sat 


“near the President and dispatches were brought in every few 


minutes during the meeting. The President had hastily drawn a 
draft of a message to Congress which he then read to us 
slowly. It was a very brief message, presenting the same 
thoughts which he actually presented the following day in his 
finished message to the Congress. 

After the talk with the Cabinet which lasted for at least 
three quarters of an-hour, the leaders of Congress who had 
been waiting below came in. I can remember the following as 
being present: The Vice President, Senators Barkley, Connally, 
Austin, Hiram Johnson, perhaps George; Representatives— 
Speaker Rayburn, Sol Bloom, Eaton of New Jersey, Joe Martin: 
possibly others. The President began by a very frank story of 
what had happened, including our losses. The effect on the 
Congressmen was tremendous. They sat in dead silence and 
even after the recital was over they had very few words. The 
President asked if they would invite him to appear before the 
joint houses tomorrow and they said they would. He said he 
could not tell them exactly what he was going to say to them 
because events were changing so rapidly. We didnt finish until 
after 11 o’clock, when I returned to the office and stayed there 
until after 12. 

On my return to the office from lunch I had started matters 
going in all directions to warn against sabotage and to get punch 
into the defense move. Marshall had sent out word of the attack 
to all of the Corps Area commanders and all our people through- 
out the world, particularly in the Philippines. I ordered all the 
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officers thereafter to appear in uniform and I found that others 
had ordered the armed guards out over the War Department 
Building and additional guards over my house. We offered a 
guard to the White House but it was thought better there to 
have the FBI. This same activity went on during the intervals 
of my visit to the White House. 


PROPOSED STATEMENT 
FOR PRESIDENT BY HULL 
(See Record, December 7) 

The Japanese Government, dominated by the military fire- 
eaters, is deliberately proceeding on an increasingly broad 
front to carry out its long-proclaimed purpose to acquire mili- 
tary control over one half of the world with nearly one half 
its population. This inevitably means Japanese control of is- 
lands, continents and seas from the Indies back near Hawaii, 
and that all of the conquered peoples would be governed mili- 
tarily, politically, economically, socially and morally by the 
worst possible military despotism with barbaric, inhuman and 
semislavery methods such as Japan has notoriously been inflict- 
ing on the people in China and Hitler on the peoples of some 
15 conquered nations of Europe. This would virtually drive 
and force all free and peaceful peoples off the high seas. 

At this moment of serious, threatened and imminent danger, 
it is manifest that control of the South Sea area by Japan is 
the key to the control of the entire Pacific area, and therefore 
defense of life and commerce and other invaluable rights and 
interests in the Pacific area must be commenced within the 
South Sea area at such times and places as in the judgment 
of naval and military experts would be within sufficient time 
and at such strategic points as would make it most effective. 
In no other way can it be satisfactorily determined that the 
Pacific area can be successfully defended. 

More than ever is the cohesive, closely related world move- 
ment to conquer and destroy, with Hitler moving across one 
half of the world and the Government of Japan under the mili- 
tary group moving across the other half of the world by closely 
synchronizing their efforts and collaborating and co-operating 
whenever to their individual or their mutual advantage. 

This at once places at stake everything that is precious and 
worth while. Self-defense, therefore, is the key point for the 
preservation of each and all of our civilized institutions. 


SUGGESTION BY KNOX 
(See Record, December 7) 

1. We are tied up inextricably with the British in the present 
world situation. 

2. The fall of Singapore and the loss to England of Malaya 
will automatically not only wreck her Far Eastern position but 
jeopardize her entire effort. 

3. If the British lose their position the Dutch are almost 
certain to lose theirs. 

4. If both the British and the Dutch lose their positions we 
are almost certain to be next, being then practically Japanese 
surrounded. 

5. If the above be accepted, then any serious threat to the 
British or the Dutch is a serious threat to the United States; or 
it might be stated any threat to any one of the three of us is a 
threat to all of us. We should therefore be ready jointly to act to- 
gether and if such understanding has not already been reached, 
it should be reached immediately. Otherwise we may fall indi- 
vidually one at a time (or somebody may be left out on a limb). 

6. I think the Japanese should be told that any movement 
in a direction that threatens the United States will be met by 
force. The President will want to reserve to himself just how 
to define this. The following are suggestions to shoot at: Any 
movement into Thailand; or any movement into Thailand west 
of 100 degrees East, and south of 10 degrees North—this in 
accordance with the recommendations of the British and Dutch 
and United States military authorities in the Far East; or any 
movement against British, Dutch, United States, Free French, 
or Portuguese territory in the Pacific area. 
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"They REALLY CUT 


my handling costs!”’ 


“The words that caught my eye were ‘Let me cut 
your handling costs in half!’ I never paid much at- 
tention to material hancling . . . except I knew in 
round figures about what it cost us to have a lot of 
truckers push, pull and tug our hand-trucked loads 
around the plant. It was something the boys in the 
plant handled, definitely not a pressing problem 
for management. At least, so I thought, until... 

“The coupon I skeptically mailed brought an 
A.T.C. Specialist around to take a look at what 
we were hauling. It didn’t take him long to show 
me that what we had put down as ‘fixed expense’ 
could be turned into ‘fixed profit,’ simply through 
the use of a miracle electric truck all industry 
knows as Automatic Transporter. 

“It’s a brawny truck all right, and it sure re- 
duces the need for brawn in our plant. One man 


Remember: Only AUTOMATIC Makes the TRANSPORTER 
eT a 


( Transporter 


bs. A PRODUCT OF AUTOMATIC 









In This Ad?” 


or girl just guides and steers two to three tons with 
a nonchalant grasp of a handle, and the push of a 
button. Two of our three truckers now are doing 


more productive work. And everybody’s happier. 
Management, because we’ve cut our handling 
costs in half. Labor, because it lightens their load, 
lets them work like men.” 


Put those 8 words of magic power to work for 
you in your plant. Mail the coupon. 


AUTOMATIC TRANSPORTATION CO. 
Div. of The Yale & Towne Mfg. Co., 
71 West 87th Street, Dept. C, Chicago 20, Ill. 

OPlease mail me, without cost or obligation, complete facts 
about AUTOMATIC TRANSPORTER, the Miracle Electric Truck 
..- plus proof that it has cut handling costs at least in half. 


UL) Have an A.T.C. Material Handling Specialist call. 
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“I Found 8 Words of Magic Power 
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Basic Secret of Atom Bomb .. . Softer U.S. Attitude 
Toward Argentina? . . .New Plan for Surplus Sales 


Bernard Baruch will be very slow to 
agree to give atomic-bomb secrets to 
any other nation except on the basis 
of ironbound agreements, based on 
something more than words, that will 
open the borders of other nations and 
will permit full inspection of indus- 
try. Mr. Baruch will represent U.S. 
in negotiations related to the future 
control of atomic energy. 


kkk 


The real secret of the atomic bomb is 
not in the bomb itself, or the means of 
splitting an atom, but in the control 
apparatus, including the fuse and 
detonation equipment. 


Kuk & 


The reason why Russia’s Ambassa- 
dor Andrei Gromyko paid an un- 
usual courtesy call on James Byrnes, 
United States Secretary of State, was 
to indicate to Mr. Byrnes Russia’s 
thanks for his statement that this 
country would not join Great Brit- 
ain in an alliance against Russia or 
join Russia in an alliance against 
Britian. 


kk & 


A Japanese general with his own Iit- 
tle army of 40,000 Japanese is re- 
ported to be serving as an aide to a 
general in the Chinese Nationalist 
Army. There still is a long way to go 
before Japanese troops are evacuated 
from China. 


kkk 


O. Max Gardner, Treasury Under 
Secretary, is to handle tax-policy mat- 
ters for the Treasury. Mr. Gardner, a 
conservative, is a very close friend of 
Senator Walter George (Dem.), of 
Georgia, Senate Finance Committee 
Chairman, whose voice is potent in 
shaping tax bills in Congress. Mr. 
Gardner and Senator George have 
been seeing much of each other re- 
cently with future tax policy moving 
back into the limelight. 
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Wayne Chatfield Taylor, former Ex- 
port-Import Bank Chairman and for- 
mer Commerce Under Secretary, is 
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moving to the front of those in the 
running for selection as Ambassador 
to Brazil. 


kkk 


Paul Porter, new OPA Administrator, 
is working ‘under White House in- 
structions to get the Finks out of 
price control in time to cool the ar- 
dor of Congress for, drastic changes 
in the Price Control Act. Prospect is 
strong that Mr. Porter will not be 
able to satisfy Congress and that new 
pricing standards wili be written in- 
to law. 


xkx*«tk 


High officials now are preparing alibis 
to explain why they told President 
Truman that wage rates generally in 
this country could be increased 24 per 
cent without any increase in prices. 
Henry Wallace, Commerce Secretary, 
now says that it was an obscure econ- 
omist who decided that the automo- 
bile industry could raise wages 15 per 
cent in 1946 and 10 per cent more in 
1947 without a price rise, although 
this report was fed out to newspaper- 
men by the Commerce Department as 
one of its studies. 


Kok 


Chester Bowles, Economic Stabilizer, 
is coming under increasing fire on the 
inside of the Government. Mr. Bowles 
may welcome a chance to try for the 
Democratic nomination for the Gov- 
ernorship of Connecticut. 


Kk 


Labor leaders, both CIO and AFL, 
are staying away from the White 
House meetings of the advisory coun- 
cil of the Office of War Mobilization 
and Reconversion, thereby adding 
somewhat to the qualms of the White 
House group with regard to the atti- 
tude of organized labor in the political 
field. 
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President Truman and CIO’s Phil 
Murray never have made up after 
their argument over the President’s 
plan for fact-finding legislation. Mr. 
Truman, at times, is making gestures 


toward the AFL, but now bumps up 
against John L. Lewis, who, as a rule, 
has been a Republican. CIO’s Politi- 
cal Action Committee still has much 
to offer the President politically, but 
expects something in return. 


kkk 


Some State Department officials are 
urging a definite change in policy 
toward Argentina, a more conciliatory 
attitude, now that Col, Juan D. Peron 
has won an election giving him power 
in Argentina. If a change does come 
it would be signaled by the resigna- 
tion of Spruille Braden, Assistant Sec- 
retary of State in charge of Latin- 
American affairs, who has sponsored 
the firm U.S. line toward the Argen- 
tine. 


kkk 


Robert Hannegan, Democratic Na- 
tional Committee Chairman, is in- 
clined to favor an attempted “purge” 
of Democratic members of Congress 
who are joining Republicans in a 
coalition to kill off some of the Presi- 
dent’s suggested legislation. Mr. Han- 
negan is hinting at a purge attempt, 
but has no very firm plans for trying 
to carry it out. 


kkk 


Lieut. Gen. Edmund B. Gregory, head 
of surplus-property disposal, is all set 
to start a high-pressure sales cam- 
paign to force disposal of surplus 
property of types ranging from rub- 
ber plants to underwear. General 
Gregory is reversing the old idea of 
sitting back and letting buyers come 
to the Government. 


kkk 


General of the Army George C. Mar- 
shall will return to China to help 
further with the effort to bring about 
an understanding between the Na- 
tionalist Government and the Com- 
munist forces, but the General’s 
next visit will be rather brief. Gen- 
eralissimo Chiang Kai-shek has sug- 
gested that the wartime United States 
Chief of Staff stay for three years 
to make sure that any agreement now 
made sticks. 


-THE UNITED STATES NEWS 








b 

















[> Pog 





lry Schenley Reserve Those who appreciate rich, smooth flavor and quality 


ingredients skillfully blended have made SCHENLEY 


™ its Mellow as a Reserve America’s most widely enjoyed whiskey. 


Try it soon. Blended whiskey 86 proof. 656 grain 


f Sunny Morning ; ; neutral spirits. Schenley Distillers Corp., N. Y. C. 
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Are you surprised to see how 
many finished plastics articles 
can be made from a single 

pound of Monsanto’s Lustron 
23 polystyrene molding com- 
\—‘S—* pound? If you are—you’re not 


’ 32 combs . . » Molded by Pro-phy-lac-tic Brush Company, Florence, Mass, 





or 3 fronts for refrigerator crisper compartments. Molded by Bryant Electric 
Company, Bridgeport, Conn., for Westinghouse Electric & Mfg. 
Company, Mansfield, O. 


pound of raw materials means a 
pound of finished product. 

e There are no machining or finishing 
costs. In a product molded of 
Lustron, the color, finish and design 
are inherent. 

e Lustron, lightest of all comparable 








Bright Idea for Businessmen. New phosphor- 
escent Lustron absorbs light during the daytime 
. .. glows 6 to 8 hours after dark. For easy-to- 
find door hardware, house numbers, handrails, 
switch plates, cleck hands or dials, instrument 
panels, street markers. This is the first applica- 
tion in a polystyrene molding material of war- 
time advancements in phosphorescent com- 
pounds... more than 200% improvement 
over prewar phosphorescent thermoplastics. 


Lustron has meant pleasant surprises 
for millions of people who have found 
it bringing better, brighter, more usable 
products into their homes at retail 
prices within the reach of everyone. 
And, to manufacturers juggling the twin 
problems of greater sales appeal in fin- 
ished merchandise and lower costs out 
on the production line, Lustron brings 
these added surprises: 


e With Lustron there’s no waste. A 


What’s YOUR problem? 


This partial list of Lustron properties may suggest that 
product-improvement idea you’ve been waiting for: 

Full color range and transparent; jade-like, lustrous 
surfaces; excellent electrical properties, dimensional 
stability, low temperature strength, superior chemical, 
water resistance. For full information on Lustron, or 
on any of Monsanto’s hundreds of other chemical and 
plastics products, write: MoNnsANTO CHEMICAL Com- 
PANY, Executive Offices, St. Louis 4, Missouri. 


SERVING INDUSTRY...WHICH SERVES MANKIND 


plastics and 1/10 the weight of usual 
alternative materials, delivers more 
material per pound. 


e Lustron molds economically in the 


fastest mass production techniques. 


More of utility, beauty, quality for less 
cost—that’s the story of Lustron in a 
capsule. And it’s a story that applies 
on either side of the retail counter... 
whether you are customer, or mer- 
chant, or manufacturer. 
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MONSANTO 


CHEMICALS ~ PLASTICS 
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